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Mexico Trades Silver for Machinery 


ILVER runs like a lustrous thread through Mexican com- 
mercial history. Mexico has produced more silver than any 
other country, and at present accounts for two-fifths of world 
silver production. Silver jewelry and ornamental fabricated 
goods enjoy an increasing demand in the U.S. At Taxco are 
the fabulous Borda mine and world-famous craft industries. 
In addition to silver, other minerals important in the coun- 
try’s economy include petroleum, gold, copper, lead, zinc. 
Mexico bought more than $100,000,000 of American mer- 
chandise in 1945. It is estimated that in the next few years 
one billion dollars’ worth of heavy machinery will need to be 
imported by rapidly developing Mexican industry. 
For exporters and importers, the facilities provided by our Mexico 
City Branch are essential. The 45 National City overseas Branches are 
foremost in furnishing complete financial service, including trade analy- 


ses, credits, and foreign exchange. Bring your problem to our officers 
at Head Office or Branches. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: 55 Wall St., New York + 66 Branches in Greater New York 


W rite on your business stationery for the Bank’s 
Monthly Bulletin on Economic Conditions, 


Gitte te Yirld Yidle Banktna 


Member Federal Deposit Insurance Corporation. 


William B. Richardson knows 
trade and banking in Mexico 
like a book. In charge of our 
Mexico City Branch since its 
founding in 1929, he draws 
on 30 years’ experience in 
National City foreign service 
to assist the Bank’s clients. 
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The Inter-Allied Reparations Agency 
is preparing a new list of German fac- 
tories to be allocated among the 18 
nations eligible to receive reparations. 
The plants include facilities for pro- 
ducing hydroelectric power, optical 
equipment, aircraft engines, chemicals 
and armaments. In the event that any 
of the factories are allocated to the 
U.S., American businessmen will be 
allowed to purchase them. 
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Textile companies in Czechoslovakia 
are interested in resuming purchases of 
cotton from the U.S. At present, Russia 
takes most of country’s exports, in return 
for raw materials, especially cotton. Mill 
operators in Czechoslovakia, however, 
have found Russian cotton fiber too short 
and the bales unsatisfactorily cleaned. 
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Radiotelephone conversations between 
the U.S. and overseas countries have in- 
creased nearly six times in the last five 
years. The number of paid calls jumped 
from 49,493 in 1940 to 297,726 in 1945. 
During 1946, there may be 500,000 calls 
to points abroad. Calls now can be made 
between the U.S. and 48 countries out- 
side of North America. Service to 31 
others, suspended during the war, has 
not been restored. 
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Several hundred naturalized American 
citizens now out of the country may lose 
their citizenship unless they return to the 
U.S. before October. The Nationality 
Act of 1940 provides that naturalized 
persons will lose citizenship if they go 


_ back to their native countries and stay 


for three years. Congress suspended the 
Act during the war, but the suspension 
ends next month. 


o oO 9 


Italy may help occupation authorities 
to feed the Germans. The Italians are 
unable to find export markets for all the 
fruit now ripening. To prevent it from 
going to waste, the Italian Government 
has offered to give it to Germany. 
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Customs charges on articles brought . 


into the U.S. from England will be re- 
duced as the result of a ruling of the U. S. 
Court of Customs and Patent Appeals. 
The Court has held that the amount of 


'British Purchase Tax paid is not to be 


included in calculating the value of arti- 
cles imported into the U.S. In some in- 
stances, the tax amounts to 100 per cent. 


ws points. 









Two new commercial air routes are to 
be established linking the U. S. directly 
to the Union of South Africa for the first 
time. Pan American Airways will extend 
its present route from New York to Natal, 
Brazil, to Johannesburg and Capetown, 
via Ascension Island. A second route will 
link New York with the Azores and 
Dakar, reaching South Africa via Monro- 
via, Accra and Leopoldville. 
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The U.S. now sends Argentina one 
quarter of all goods imported by that 
country and buys 16.3 per cent of Argen- 
tine exports. During the first six months 
of 1946, the Argentines paid more than 
246 million dollars for imports from the 
U.S. In the same period, the U.S. pur- 
chased 262 million dollars worth of goods 
from Argentina. In 1945, U. S. exports to 
Argentina totaled only 62 million dollars, 
while imports came to 218 million dollars. 
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The Japanese Government has been 
given permission to undertake the con- 
struction of fishing boats to build up food 
supplies. Between September and March, 
the Japanese fishing fleet will be increased 
a third in size. The goal is a fleet of 
75,262 tons. 
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As part of the program for the indus- 
trialization of India, a rayon factory cost- 
ing about 5 million dollars is to be built 
in Hyderabad. The plant will make the 
textile under British patents. Spinning 
and weaving machinery, boilers and elec- 
trical equipment already have been or- 
dered from Britain. Delivery of the 
machinery will be delayed for some time 
because of the backlog of orders. 
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Aluminum mills in the Netherlands are 
now resuming production for the first 
time since the end of the war. The Dutch 
will manufacture all-aluminum busses, 
which will be exported to Western Euro- 
pean countries after domestic demand has 
been satisfied. Originally, parts for the 
busses will come from the U.S., but by 
1948 Holland plans to manufacture all 
components. 
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Australian purchases in the U.S. are 
expected to increase as the result of an 
accumulation of dollar exchange during 
the war. American servicemen spent 461 
million dollars in Australia. A consider- 
able portion of this now will be used by 
Australia to purchase goods in the U. S. 
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WHETHER you own one 
share or a thousand this 
book is a MUST! In simple lan- 
guage, it lays down easily un- 
derstood, workable rules. Ex- 
plains the basic elements for 
profitable trading and investing. 
If today’s market has you guess- 
ing, you will find this book of 
great value. 
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Frank Hewlett has just sent us by air mail a graphic account of 
his experiences in Calcutta during the rioting between Hindus and 
Moslems when an unofficially estimated 8,000 were killed. Hewlett 
decided he could get some photographs that would tell the story. 

“British Headquarters fixed us up with a riot-proof jeep,” Hewlett 
writes. “It was covered with chicken wire to keep out the bricks 
and electrically wired so that anyone getting within six feet got a 
terrific jolt. 

“Driving along we saw at least 200 bodies, most of them freshly 
killed. No one knows how many more were in burning buildings 
or in side streets and alleys. It was a hell of a lot worse than the legal- 
ized war we knew, because most of the killing was with knives 
and clubs. In Hindu areas they yelled, “Jai Hind” (Glory to Hindu- 
stan) and proudly showed us the people they'd killed. In Moslem 
areas they displayed their green flag and shouted, “Pakistan Sinnibad!” 
When a victim was helpless they would leave him in the hot sun to 
die. I thought I was hardened to such things, but I couldn't take 
pictures of a guy who was still quivering, waiting for Death.” 

2 o bod 

First news about the new Maximum Price Law in Argentina was 
published in last week’s World Report. This law, considered by Argen- 
tine economists to be the most sweeping measure adopted in many 
years, enables President Perén’s Executive Department to fix all prices 
in Argentine trade, internal and external. It will, of course, have an 
important effect on trade between the U.S. and Argentina as well 
as upon the country’s domestic economy. World Report's exclusive 
story was based on dispatches from Bernard S. Redmont, our staff 
correspondent whose headquarters are in Buenos Aires. 

° 2 ° , 

After some weeks of oriental frustration, Joe Fromm, staff corre- 
spondent of World Report in Tokyo reports: “I now have our office 
in operating order.” Fromm then adds a few details: 

“I needed a desk lamp, and I scoured the Ginza from one end to 
the other until I discovered one—with no wiring or plugs. Spent an 
hour wiring it myself. When I looked for furniture, I found even more 
formidable problems. Despite my small stature, I discovered that 
the doll-house furniture the Japanese make was just too small. The 
desks were so low I couldn't get my knees under them, but I finally 
got one that will do. Then the chair problem arose. Most are made 
for pint-sized Japanese. When I tried one, my chin rested comfortably 
on the edge of the desk. This seemed singularly impractical. With a 
dictionary and a pillow, however, I'll get by. There are no filing 

cabinets, so at the moment, I am using a packing case. In the beginning 
it all seemed very complex, but it turns out to be very simple.” 


The Editors of “World Report” 
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FROM THE CAPITALS OF THE WORLD 


Economic struggle over Europe's future now is really beginning. 
Russia, bent on filling internal needs, claims special privileges 

in the trade of Eastern Europe, seeks preferred treatment elsewhere. 
U.S., confident of her productive capacity, favors trade equality, 

is determined to keep open as many channels of commerce as possible. 

Russia's policy is being reinforced with political pressure. 

Idea held by U.S. is backed up with American loans and goods. 

















some of the results work out this way..... 

End of UNRRA is to cause many European countries to seek help 
directly from U.S.; to apply for new loans for relief purposes. 

Italy is to be in dire need; is to come to U.S. for more credit. 

Greece and Austria are to ask for dollars to purchase foodstuffs. 

Applications to U.5. offer another opportunity for Washington to 
insist on equal trade terms for all; to promote trade equality. 














Then there is the other side of the ledger..... 

Russian proposals for special rights in Scandinavian trade are 
likely to succeed in Norway and Denmark; Finland already is tied up. 

Sweden is going ahead with a huge barter and credit deal with 
Russia, a project involving the equivalent of 415 million dollars. 

Protest by U. S. to Russia is turned aside on technical grounds. 

sweden rejects U. S. complaint as unnecessary interference. 

Actually, Swedish-Russian deal is of such tremendous size that it 
tends to give Russia a preferred position in Sweden's trade; is to shut 
off other nations from equal access to Swedish products. 

















Looking ahead in world commerce..... 
Britain and France are firmly committed to support U. S. proposals 
when major nations meet soon in London to discuss trade policies. 
Russia is showing no interest in promoting multilateral trade. 
Eventually, Russia may offer Western nations specific shares in 
| the markets of her satellites, but that will be far from an open door. 











In the Middle East, there is this to watch..... 

Britain seeks to persuade Egypt that a Joint Defense Board can 
replace British troops only if the Board operates continuously. 
BR Egypt wants to be rid of British troops, to avoid any commitments 
| until and unless war is close at hand in Libya or Palestine. 
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(Continued) 


Britain's rebuttal is that defense of Egypt can't be neglected. 
British arguments are that Egypt cannot afford her own forces in 
the strength necessary to protect herself; that British help, readily 
available, is the only solution to the problem. 

Peacemaking for Europe grows more troubled..... 

Russia's concern over new U.S. firmness can be measured by 
Molotov's departure from Paris to talk things over with Stalin at Moscow. 
Soviet strategy of expansion is due for a change, but it will 

not show up immediately. 
Settlement of Europe's diplomatic troubles is not in sight. 

















There's a flicker of hope for peace in China..... 

New machinery to settle China's internal division is sponsored 
by General Marshall and U. S. Ambassador Stuart. 

Ambassador Stuart is to sit at the head of a Committee of Five, with 
two members for the Communists and two for Chiang Kai-shek. 

Idea held by U. S. is that Committee of Five may bring two sides 
together eventually ina coalition government for China. 

Experience of General Marshall indicates political settlement must 
precede, rather than follow, mediation on the fighting fields. 

Fresh approach is still fragile, is only a preliminary step as yet. 

















Behind the scenes in Southeast Asia..... 

Dutch authorities are being urged strongly by Britain to reach a 
settlement with native nationalists in the East Indies. 

Trip of Lord Killeran to Java on London's instructions definitely 
was intended to show British concern over lack of progress. 

Catch in this situation, from the Dutch viewpoint, is that British 
troops are to complete their withdrawal from the Indies by November 30 
and Dutch strength then may be insufficient to keep order. 

Early compromise by the Dutch now becomes increasingly probable. 














In the developing situation in Argentina..... 

President Peron is running a one-man show at a bewildering pace. 

Communists oppose Peron, but his popularity is high with working 
classes. You get the perspective of this on page 7. 

Businessmen are troubled by Peron's control of the whole economy, 
but his answer to their complaints is to tighten his regulations. 

President Peron refuses to be alarmed about inflationary trends; 
regards those as troubles that will take care of themselves. 

Signs of Peron's confidence also appear in external affairs..... 

Yugoslavia is encouraged to send a trade mission to Buenos Aires. 

Russia is promised more business by a formal trade agreement. 

U. S. is being treated "correctly"; is to get small favors. 

Britain, usually Argentina's No. 1 customer, is being squeezed. 

Bargaining strategy employed by Argentina courts new friends, de- 
mands more concessions from older friends; is concentrated, for 
example, on getting interest on Argentine balances in London. 
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NEW DETERMINATION IN U.S. 
OPENS THE EYES OF MOSCOW 


Threat of force compels Russians 
to reconsider expansion policy 
in Europe and the Middle East 


Reported from PARIS, 
TRIESTE and WASHINGTON 


American firmness, extending to 
a threat of force, now is confronting 
Russia with the necessity of making a 
change in basic strategy. 

The Soviet policy of expansion, 
achieved by demands supported with 
an overwhelming superiority of troops 
in or near disputed areas, has paid 
handsome dividends. Now it is about 
played out. The American response to 
Yugoslav attacks on U.S. planes opened 
Moscow’s eyes to a new determination 
in Washington. 

Presence of the U.S. Navy in the 
Mediterranean and hints of American 
willingness to reassemble her military 
machine if necessary, now indicate to 
Russian strategists that the United States 
is also in this game for keeps. This 
compels Russia to make a choice be- 
tween a strategy in which force meets 
force and one in which compromise and 
acquiescence take the lead. 

Signs of a fundamental change in 
Russian strategy are not to be expected, 
however, from the Moscow radio or from 
speeches by Soviet diplomats. Foreign 
Minister Vyacheslav M. Molotov’s un- 
expected decision to leave Paris and re- 
turn to Moscow for consultation last week 
end is an indication that Russian bargain- 
ing methods are to continue intricate and 
stubborn. 

Only one day before he left Paris, 
Molotov added another speech to his 
steady criticism of the action of the 
Anglo-American powers in Europe. After 
a private session of the Big Four pre- 
sumably had re-established harmony, 
Molotov accused the U. S. and Britain of 
interfering in the internal affairs of Greece 
and charged that Greece herself was 
endeavoring to dismember Albania. 

In New York, Andrei A. Gromyko, 
Russia’s delegate to the United Nations, 
surprised the Security Council by asking 


for a quick census of Allied troops now 
in nonenemy territory. This would throw 
the spotlight on British troops in Greece, 
while conspicuously excluding Soviet 
troops in Eastern Europe. Effect of the 
Russian request, whether approved or 
not, is to buttress the complaint of the 
Soviet Ukraine that Greece is a threat 
to world peace. 

Gromyko’s maneuver came at the end 
of a long day during which Russia mysti- 
fied the Security Council by laying down 
a new rule for admission to the United 
Nations. The Soviet delegate opposed 
admission of Ireland, Portugal and Trans- 
Jordan on the ground that Russia did not 
have normal diplomatic relations with 
them. Upshot of the 11-hour session was 
rejection of these three nations, as well 
as disapproval of the applications of Al- 











—Joint Army-Navy Task 


ATOM BOMB BLAST 
Will Russia choose compromise? 


bania and Outer Mongolia, both sup- 
ported by Russia. Three countries—Af- 
ghanistan, Sweden and_ Iceland—were 
unanimously approved for admission, sub- 
ject to confirmation later this month by 
the General Assembly. 

Maneuvers by Gromyko at New York 

and Molotov at Paris thus indicate that 
Russia will continue her tactics of hard 
bargaining and clamorous talking. But 
the words that catch the eve of the world 
are likely to screen strategic changes 
going on in Moscow. It is this change 
that is important. 
@ Russian strategy turned toward ex- 
pansion of Soviet territory and power 
soon after the war ended in Europe. The 
change came when Russia concluded 
that Britain was now a second-rate power, 
unable to defend her empire, and that the 
U.S., as the only other great power, was 
getting ready to pull out of Europe. 

Soviet strategists took note of an Amer- 
ican clamor to bring the boys back home, 
curtail the draft, demobilize the armed 
forces, reconvert industry to production 
for peace and return to something like 
normalcy. Strikes in industry began to 
look like the beginning of an economic 
collapse. In addition, American conces- 
sions to Soviet demands in Europe and 
Asia confirmed Moscow’s suspicions that 
the U. S. would not linger in Europe long 
enough to impede Russian expansion. 

Combination of declining Anglo-Amer- 
ican power and well-maintained Russian 
power in Europe permitted substantial 
Soviet advances. A large chunk of Poland 
became part of Russia. From the Baltic 
in the North down to the Adriatic in the 
South a wide corridor of Soviet satellites 
came into view. A stalemate in four- 
power control of Germany and Austria 
paved the way for a firmer Russian grip 
in those areas. 

It was when Russia began to extend 
her advance into Iran, in the South, and 
at Trieste, in the West, that the Western 
powers concluded that the Soviet argu- 
ment for security and friendly neighbors 
might also be an excuse for expansion. 
British diplomats could not approve So- 
viet security at the expense of the British 
Empire in the Middle East. U. S. observ- 
ers began to fear the consequences, im- 
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AN ARMED FLYING FORT TOOK OVER A TRANSPORT RUN 


—International 


THE CARRIER F. D. ROOSEVELT ENTERED THE MEDITERRANEAN 
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WILLINGNESS TO REASSEMBLE TROOPS WAS INDICATED 
Menacing moves have appeared as a climactic phase of American policy 
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plicit at ‘iresw, ... wiat ultimately might 
be Soviet contro] of most of Europe. 

@ U.S. strategy, at about that point 
switched from conciliation to firmness 
toward Russia. A possibility that America 
might even resort to force in an emer- 
gency began slowly to emerge. 

Resistance to Soviet expansion came 
into the open at Trieste and in Iran. 
U.S. Secretary of State James F. Byrnes 
insisted on withdrawal of Russian troups 
from Iran. He fought off Russian-Yugo- 
slav attempts to give Trieste to Yugoslavia 
and compelled a compromise making 
Trieste an international port, under con- 
trol of the United Nations. He has in- 
dicated lately strong American opposition 
to Soviet advances aimed at control of 
the Dardanelles and assured Turkey of 
U.S. support against Russian domination. 

Pressure against Soviet objectives has 
become an element in U. S. strategy. The 
force of world opinion is being summoned 
by the U.S. State Department against 
Russian political controls in Poland anil 
the Balkan countries. Attempts to pre- 
vent free elections and the existence of 
opposition parties are broadcast to thie 
world by U.S. diplomats. 

More direct pressures are also in use. 
Russias share of industrial reparations 
from the U.S. zone of Germany is being 
withheld pending Soviet agreement to 
treat Germany as an economic unit. 
Economic merger of U.S. and British 
zones is another move to the same end. 
American seizure of Danubian River 
craft admittedly is intended to persuade 
Russia to open up the Danube to free 
navigation and commerce. 

Threats of force now have appeared 
as a climactic phase of U.S. policy. An 
American Flying Fortress, armed and 
ready to shoot, now flies the route on 
which two U.S. transports, unarmed, 
were shot down by Yugoslav fighter 
planes. An American fleet, including the 
45,000-ton carrier Franklin D. Roosevelt, 
is touring the Mediterranean, at the an- 
nounced request of the State Department. 
To Moscow criticisms, U.S. Admiral of 
the Fleet William F. Halsey has replied, 
“It’s nobody’s damn business where U. S. 
warships go—we'll go where we please.” 
@ Soviet response to the U.S. attitude 
of firmness backed by force now is being 
awaited. The Russian answer will be evi- 
dent in what Moscow does more than in 
what her press, radio and diplomats say. 

Obvious choice open to Russia is be- 
tween expansion by force and a retreat 
to compromise. The policy of expansion 
at the expense of weak opposition no 
longer promises results. 

What is involved in a_ continued 
strategy of expansion, however, now runs 
the risk of war. And compromise with 
the U.S. and Britain presumably would 
mean the end of Russian expansion, the 
fading of Soviet chances to control Eu- 
rope. This is the issue that now confronts 
the leaders at Moscow, 
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COMMUNISTS TRY TO TAKE OVER 
ARGENTINE UNIONS BACKING PERON 


Revived after being barred 15 years, 
party regards President as a Fascist, 
but it supports some of his policies 


Reported from 
BUENOS AIRES 


Communists in Argentina now are 
boring from within to gain control of 
organized labor, principal source of Pres- 
ident Juan D. Perén’s electoral support. 

The party’s move to dominate the 
General Federation of Labor (CGT), now 
controlled by the Government, is the 
most important phase of a campaign for 
increased strength and influence. 

“Although the party now has only 

about 70,000 members and sympathizers, 
it is vocal and well organized,” Bernard 
S. Redmont, staff correspondent of 
World Report says in a dispatch from 
Buenos Aires. “It aspires to win strength 
comparable with that of Communist 
groups in Chile, Brazil and Cuba. And 
Argentina’s industries, further advanced 
than those of other Latin-American coun- 
tries, make the field attractive. 
@ “Chief planner of the party's expan- 
sionist campaign is Rodolfo Ghioldi, the 
son of a Socialist carpenter. Ghioldi 
helped to found the party when the 
Communists split away from the Socialists 
in 1915. The first South American to visit 
Russia after the Bolshevik Revolution, he 
has made several trips to Moscow. 

“Ghioldi spent several years in volun- 
tary exile, but returned to Argentina in 
1945, when the party was allowed to re- 
sume activities after having been out- 
lawed for 15 years. Now he edits Com- 
munist publications and is considered the 
party’s leading intellectual.” 

Associated with Ghioldi are Gerédnimo 
Arnedo Alvarez, General Secretary of the 
party; Victorio Codovilla, its principal 
public agitator; and José Peter, the party's 


principal worker in the field of labor. 


@ The party’s tactics have undergone 
considerable change in recent months. 
When Perén was running for the Presi- 
dency. the Communists joined with the 
Radicals, the Conservatives and the So- 
cialists in opposing him and in supporting 
José P. Tamborini. They called Perén a 
Fascist and tried to resist the Govern- 


ment’s attempts to gain control of organ- 
ized labor. 

Peron’s inauguration as President, fol- 
lowed closely by the establishment of dip- 
lomatic and trade relations with Soviet 
Russia, led to what appeared to be an 
understanding between Perdn and the 
Communists. 

Now, the policy is to move in on the 
labor unions and to support the Govern- 
ment on some of its policies while op- 
posing it on others. Communist leaders 
say privately that they still consider Perén 
to be a Fascist, but they agreed with 
some of his social objectives. Peron, for 
his part, makes no attempt to conceal his 
dislike for the Communists and declares 
that he considers communism the great- 
est threat to the Western democracies. 
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RODOLFO GHIOLDI 
Britain behind expansion program 


To labor, Communists base their ap- 
peal on the theme of “working-class 
unity.” They now have won considerable 
strength in the railway and packing-house 
unions and in the building trades. They 
are trying to extend their power by taking 
over strategic offices in as many unions as 
possible. This policy, they hope, eventu- 
ally will give them control of the CGT. 

On a broader front the party appeals 
to all Argentines to “unite in the struggle 
for bread, land and liberty.” 

Toward the U.S., the Communists 
have abandoned their wartime attitude of 
support. The party’s press makes almost 
daily attacks on the U.S. and the Brit- 
ish. President Truman is caricatured on 
the front pages as the symbol of “yanqui 
imperialism,” and his plan for the defense 
of the hemisphere is condemned as a de- 
vice to place Latin America under U. S. 
control. 

@ Two sets of factors affect the party’s 
chances of gaining great strength. 

Favoring the Communists is the greatly 
increased cost of living, which far ex- 
ceeds wage increases and boruses ordered 
by the Government. Other favorable fac- 
tors include the growth of Communism in 
two neighboring countries, Brazil and 
Chile; freedom to carry on party activities 
legally; Russia’s growing prestige in 
Latin America and the anti-U. S. feeling 
that always is strong in Argentina. 

Strongest handicaps to the Communists 
are the facts that Argentina is solidly 
Catholic and that Argentine standards of 
living for city dwellers are higher than 
those in any other country in Latin Amer- 
ica. Argentina's great pride of nationality 
and resentment toward alien ideologies 
also are handicaps to the Communists. 
Moreover, the strong opposition of the 
Per6n Government, coupled with ter- 
roristic acts toward Communists by some 
of its most nationalistic followers, may 
tend to discourage many Argentines 
from joining the party. 

The new Maximum Price Law, if ap- 
plied successfully, will remove one of the 
party's talking points by reducing the 
cost of living. 

Some success will be achieved by the 
party in its drive for strength and in- 
fluence. But the unfavorable factors are 
expected to keep it from becoming the 
dominant power in Argentine politics. 
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NEW ‘HIGH COMMAND’ TO DIRECT 
ENTIRE ECONOMIC LIFE OF BRITAIN 


Master planners will try to solve dent of the Privy Council, Leader of the 





problems holding up achievement 
of Labor Government’s program. 


Reported from 
LONDON 


‘ A special “high command” with- 
in the Labor Government now is pre- 
paring to take over active direction of 
Great Britain’s experiment in planned 
economy. 

Further nationalization of indus- 
try, wage controls, acceleration of ex- 
ports, full employment, treatment of 
trade unions and the schedule of pro- 
duction are only a few of the problems 
pressing for the attention of such an 
agency for co-ordinating and planning. 

On the ability of the new Eco- 
nomic High Command to deal effectively 
with these and many other complex 
matters depends Britain’s ultimate 
chance for success in creating an eco- 
nomic order that combines socialism and 
capitalism. 

Final decisions on details of the Com- 
mand’s policy and functions are to be 
worked out in the next few weeks so that 
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HUGH DALTON 
Chancellor of the Exchequer 
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the whole undertaking may be submitted 
to Parliament soon after it convenes in 
October. 

“The Labor Government is eager to 
extend industrial co-ordination even be- 
yond Britain’s wartime levels and to 
provide for the planning of the nation’s 
entire economy, internal and external, on 
a long-range basis,” E. J. Drechsel, staff 
correspondent of World Report, reports 
by wireless from London. 

“The aim is to be able to present to Par- 
liament eventually an annual budget al- 
locating man power, production facilities 
and finance in such a way as to achieve 
desired production targets in industry, 
shipping, finance, food and other fields, 
and thereby insure full employment and 
an expanding economy.” 

@ No. 1 planner, by virtue of the nu- 
merous Cabinet committees he heads, is 
dynamic Herbert Morrison, Lord Presi- 


THOMAS WILLIAMS 
Minister of Agriculture 





House of Commons and Deputy Prime 
Minister. (See page 33.) 

Morrison’s key colleagues in the Eco- 
nomic High Command are likely to be 
Hugh Dalton, Chancellor of the Excheq- 
uer; George A. Isaacs, Minister of Labor 
and National Service; Thomas Williams, 
Minister of Agriculture and Fisheries; 
Aneurin Bevan, who as Health Minister 
is in charge of housing; and Sir Stafford 
Cripps, President of the Board of Trade. 
@ The task of the High Command at 
the outset is to devise methods for inte- 
grating the activities and policies of all 
Government departments into a collective 
plan, instead of permitting each to pursue 
individual, and occasionally conflicting, 
courses in its awn special field. Thus, the 
future development of fisheries, coal, in- 
land transport and housing, no longer 
would be on an independent or compart- 
mentalized basis. There would be an in- 
terlocking program. 

Inasmuch as the varying industrial fac- 
tor holds the key to any successful inte- 
gration scheme, the Command must have 
constantly at hand an endless flow of 
economic and statistical information. It 
must assess consumer needs, production 
potentials of industry and services, the 
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- probable status of the nation’s import 
and export trade, availability of man 
power, the most desirable allocation of 
finance and the myriad other elements 
influencing preparation of an over-all 
program. 

This planning, at first, is to take in only 
the immediate year ahead, but is to be 
extended eventually to cover a period of 
as much as five years or more. That will 
give adequate time for work on the stable 
and long-range development of the vari- 
ous economic activities of the country. 
The High Command, too, sees the oppor- 
tunity here to discover economic trouble 
in time to adopt precautionary measures. 
The Labor Government is quite sensitive 
to the possibility of another depression 
in the U.S. 

@ Knotty problems confronting the 
master planners point up the essentially 
long-range nature of their undertaking. 

Full employment, the No. 1 goal, is 
not likely to be achieved until after 
1950. Latest unemployment figures show 
1,119,000 idle, but almost two thirds of 
these are described as service personnel 
on paid leave, so the true picture will not 
emerge until after demobilization is com- 
plete. 

Nationalization, hardly begun, already 
is running into difficulties. The Govern- 
ment has nationalized the Bank of Eng- 
land, coal mines and social security insur- 
ance. Pending in Parliament are measures 
to add civil aviation, telecommunications, 
the iron and steel industry, health serv- 
ices and atomic energy. 

The main difficulties to date have been 
in the coal industry, where production is 
lagging and the miners are dissatisfied. 
The Fuel Ministry blames this on lack 
of advance plans. Steel and iron present 
a different problem, for only “appropriate 
sections” are to be nationalized. The ques- 
tion is where to draw the line. 
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BRITISH AUTOS BEING UNLOADED AT SINGAPORE 
The export program is falling short of its initial objectives 


Decisions affecting 15 major industries 
in the textile, housewares, clothing and 
metal-working fields still are to be made. 
These industries are now being surveyed 
but are not to be nationalized unless 
found inefficient. 

In the more distant future are the ques- 
tions of electricity, gas, domestic trans- 
port, petroleum and agriculture—all listed 
for nationalization. 

Wage control is a ticklish subject, on 
which the Government is reported slowly 
changing its position. Originally opposed 
to it as unworkable, the Government now 
thinks of bringing about such industrial 
harmony that there will be voluntary con- 
trol of wages by labor and management. 

Trade unions do not seem ready yet 
to accept the Government's argument that 
their interests are linked with those of the 
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ANEURIN BEVAN 
Minister of Health 


entire nation because Labor is governing 
and that, by impeding the progress of 
Labor's program, they hurt themselves. 
Mistrust persists between labor and man- 
agement. Until it is eliminated, it will 
constitute a drag on production. 

The export program, vital to financial 
recovery, is falling short of its initial ob- 
jectives. July figures show that the export 
volume is 120 per cent of the 1938 aver- 
age, well short of the 175 per cent target 
that Britain had hoped to reach in 1946. 
@ The solution of these and a mass of 
other inter-related problems is not to be 
worked out overnight. The magnitude of 
the complex task makes the intricate 
planning and preparation that preceded 
D-Day seem relatively easy. But Morrison 
is confident that, with time, the right 
answers can be found with proper plan- 
ning. He believes, Britain’s standard of 
living, despite higher prices, will be mate- 
rially better in 1950 than in 1939. 

Political opponents are skeptical of 

Morrison’s optimism. Moreover, they 
point out that, however excellent the 
planning of the High Command, it must 
be followed by able execution and admin- 
istration if Labor's ambitious program is 
to reach fruition. 
@ Complete success of this program 
plainly is fraught with world-shaking im- 
plications. It would bring into being a 
new economic world between Soviet 
communism and U.S. capitalistic state, 
maintaining the basic freedoms of West- 
ern democracy. 

Britain is generally considered as not 
revolutionary, but in the past it has been 
responsible for such revolutionary social 
inventions as the parliamentary system, 
trade unionism and the commonwealth of 
self-governing nations. If the planning of 
the Economic High Command meets the 
test, Britain will be in a position to do it 
again. 
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TURKEY ALONE UNABLE 
TO DEFEND THE STRAITS 


Arms too outmoded for her to keep 
Dardanelles out of Soviet control 
without help from U.S. and Britain 


Reported from ANKARA, 
LONDON and WASHINGTON 


Turkey counts more on support 
from the U.S. and Britain than on her 
own military strength to keep the Dar- 
danelles out of Russian control. 

Though militarily the strongest 
nation in the Middle East, Turkey could 
not defend the Dardanelles more than 
a few weeks against a Russian attack. 

Here are the elements of Turkey’s mili- 
tary weakness: 
@ The Turkish Army, still mobilized at 
full wartime strength, is the country’s 
strongest weapon. Numbering about 800,- 
000 soldiers now, the Army could be ex- 
panded to one million under battle con- 
ditions, organized into more than 35 
divisions. There are, however, only two 
armored divisions, and the armor is a 
mixture of American Sherman tanks, Ger- 
man Mark IVs and British Churchills. 
Artillery, mostly British .75’s, is limited by 
the fact that almost all ammunition must 
be imported. Transport is mostly horse- 
drawn. The entire Army has fewer trucks 
than has one American division. Roads 
and shortage of skilled mechanics limit 
mobility. Guns are the residue of every 
arms factory in Europe, topped by some 
American Lend-Lease equipment. 

Cavalry and infantry make up the bulk 
of the Turkish Army. Its best feature is 
high morale and the fabled fighting quali- 
ties of the stoic Anatolian peasant. 

Lawrence of Arabia called the Turks 
“the greatest natural fighters in the 
world.” But military experts believe the 
Turkish Army would crumble after a few 
days of fighting against a modern force. 
Small cells of guerrillas would form, 
hacking at enemy supply trains, but the 
main battle would be over. 
@ The Navy is of ancient vintage, 
though probably not much older than 
many units of the Russian Black Sea 
Fleet. Pride of the Turkish Fleet is the 
23,000-ton battle-cruiser Yavuz, acquired 
from Germany in 1914, gunned with 11- 
inch rifles. She is flanked by two light 
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cruisers built in the United States in 1903. 
More useful would be four British and 
four Italian destroyers and a fleet of 12 
fairly modern submarines. Mining opera- 
tions in the Dardanelles and coastal 
waters would delay a sea-borne invader. 
@ The Air Force numbers about 500 
planes, a mixture of American, British 
and German types, mostly fighters and a 
few light bombers. Turkish airfields were 
expanded during the war and still are 
being improved. A B-29 could make an 
emergency landing in Turkey, but the 
present condition of airfields would not 
support a modern bomber fleet. Antiair- 
craft protection in 1944 was so thin that 
it was a main reason Turkey did not 
declare war earlier. Radar instruments 
and a few guns have been added since, 
but not enough to protect Turkish cities 
and the iron and steel works against 
determined bombing. 

@ Turkish strategy to meet invasion 
relies on prepared defenses. Three de- 
fense lines would face a Russian force 


Turkey s Thin Defense 
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from the East. The first, lightly held 


frontier posts, would be surrendered 
quickly. Turkish soldiers would fall back 
to a line based on the port of Trebizond 
and the cities of Erzincan and Erzerum, 
about 150 miles inside the frontier. Once 
that was overrun, Turkish forces would 
retire slowly behind a line about 150 
miles east of Smyrna, backed against the 
Taurus Mountains and protecting the 
railroad supply line from the south. 

The final struggle would center around 
the Dardanelles and the industrial towns 
of Western Turkey. Turkish military men 
expect that, in the event of war, a Rus- 
sian force would come toward Istanbul 
from Bulgaria. 

Sea-borne attack would catch the Turks 
poorly prepared. A Russian amphibious 
force moving from the Crimea across the 
Black Sea would find Turkey's North 
Coast defended, but not impregnable. 
Most serious blow would be if Russian 
forces took Turkey from the rear, sweep- 
ing from Bulgaria through Greece and 
jumping from Salonika across the Aegean 
Islands to Smyrna. A generation ago, 
Turkey threw the Greeks into the sea at 
Smyrna, but a Russian beachhead would 
be another matter. 

Turkish industry cannot support a 
war. The country has no modern arms 
factories, no oil, little coal. 

Lend-Lease, both direct and indirect, 
gave Turkey 106 million dollars worth of 
war equipment, chiefly ammunition, guns, 
tanks, steel and aircraft. This was not 
enough, however, to modernize Turkish 
fighting forces. 

@ The inevitable result is that Turkey 
must rely for defense of her present pol- 
icy on outside help—diplomatic, at first, 
military if need be. 
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MOSLEM OPPOSITION ENDANGERS 
INDIA’S EXPERIMENT IN HOME RULE 


New interim Cabinet, led by Hindus, 
may not be able to carry out duties 
without support of strong minority 


Reported from CALCUTTA 


and NE W 


India now is to test her capacity 
for self-government. At Great Britain’s 
invitation, Indians are to attempt the 
management of most of their own affairs 
on a trial basis. However, high tension 
within India endangers the experiment. 

On the surface, the stumbling 
block is the inability of powerful poli- 
ticians to co-operate among themselves. 
But the real issue in India is how the two 
largest communities, Hindus and Mos- 
lems, can share peacefully the power that 
Britain is beginning to shed. The country 
is nervously uncertain whether commu- 
nal riots in Calcutta recently were the 
first battle of a civil war. 

Frank Hewlett, staff correspondent in 
Southeast Asia for World Report, says in 
a dispatch by wireless that “anyone who 
saw Calcutta’s blood bath shudders to 
think of the extent of death and destruc- 
tion that could be spread by such riots 
on an India-wide scale.” One Calcutta 
official counted 3,468 dead bodies. Hew- 
lett reports an unofficial estimate of 8,000 
persons killed. 

For an understanding of the tangled 

situation, the underlying facts should be 
taken into account. 
@ India’s dilemma arises from a funda- 
mental cleavage between Hindus (250 
million) and Moslems (92 million). Dif- 
ferences in religion and social customs are 
deep. Economic friction is frequent. 

The Congress Party, India’s largest, 
speaks for millions of Hindus and a few 
Moslems. It is guided by Mohandas K. 
Gandhi and actively led by Jawaharlal 
Nehru in seeking prompt independence 
for a United India. : 


The Moslem League, the principal in- 


strument for political action by Moslems, 
is tightly organized by Mohammed Ali 
Jinnah. It preaches that Moslems must be 
free of control by either the British or 
the Hindus. 

@ British policy is committed to a grad- 
ual withdrawal from India. Eventually, a 


DELHI 


federal union would exist under a new 
constitution, and India would attain free- 
dom. In the interim, Britain proposes that 
broad power be entrusted to the Viceroy’s 
Cabinet (Executive Council), composed 
entirely of Indians. By agreement, the 
Viceroy would refrain from exercising any 
veto in day-to-day administration. The 
effect would be a trial of home rule. 

Both the Congress Party and the Mos- 
lem League, with varying reservations, 
once agreed upon using machinery pro- 
posed by Britain to draft a constitution. 
They fell out over the distribution of seats 
in the Viceroy’s Cabinet. The Moslem 
League then turned its back on any com- 
promise. 

@ The immediate problem revolves 
around the effectiveness of a Cabinet 
formed by Nehru in the face of a boycott 
by the Moslem League. Nehrus’ slate is 
made up of six Hindus from the Congress 
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MOHAMMED ALI JINNAH 
He has several choices 





Party, one Moslem from within the Con- 
gress Party, two independent Moslems 
and three representatives of other minor- 
ities. Two more seats are earmarked for 
Moslems. 

The Viceroy, Lord Wavell, is appealing 
to the Moslem League to reconsider and 
accept five seats in the Cabinet. The Vice- 
roy S appeal recognizes the weakness of 
the Moslems now chosen. 

@ Key figure in the developing situation 
is Jinnah. His authority within the Mos- 
lem League is strong and personal. 

Jinnah has several choices. One is to 
lift the Moslem boycott of the Cabinet 
led by Hindus. Another is to encourage 
agitation by Moslems, including non- 
payment of taxes, resignation from public 
offices and services, and demonstrations 
against authorities, especially ministries 
held by the Congress Party in 8 of India’s 
11 provinces. The second choice would 
make civil war a probability rather than 
a threat, as at present. 

A third course would be to do nothing 
for the time being and rely upon the 
Hindu-led Cabinet to fall from the weight 
of its own difficulties. In general, there is 
serious labor unrest in India, transport is 
overburdened, reconversion of industry 
is slow and the danger of famine still 
exists in some areas. Without the popular 
support of Moslems, the new Cabinet may 
be unable to do business. 

Firez Kahn Noon, one of Jinnah’s ad- 
visers, told Hewlett that the Moslem 
League would move slowly. He expressed 
confidence the Cabinet would break down 
in six months. 

@ Britain’s position in India is increas- 
ingly difficult. Most of all, she fears being 
maneuvered into using force to back 
Hindus against Moslems. The Moslem 
religion is all-powerful in the Middle 
East, and Britain does not care to risk its 
hostility. On the other hand, Britain can- 
not withdraw her offer to Indians lest 
she solidify the opposition to her domina- 
tion. 

The outlook suggests that Britain will 
do her utmost to negotiate a political 
settlement, even sending Prime Minister 
Attlee on a mission to India if that prom- 
ises to keep peace. But unless Moslems 
and Hindus show a more conciliatory 
spirit toward each other than now exists, 
there is likely to be a crack-up in India. 
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BRITISH AND AMERICAN ARMIES 


LESS POWERFUL THAN RUSSIA’S 


Air forces of two Western nations 
are reduced but still formidable, 


and navies retain their supremacy 


Reported from LONDON 
and WASHINGTON 


The two Western powers, U. S. 
and Great Britain, now have under arms 
less than a third of the man power they 
had when the war ended a year ago. 

Fighting ability of the U.S. is 
even lower than indicated by the re- 
duced number of men in uniform. Under 
America’s demobilization plan, veterans 
with combat experience were the first 
to return to civilian life. 

After a year of peace, this is the way 
the Big Three line up in combat strength: 
@ The U.S. now has about 3 million 
men under arms in the Army, Navy and 
Army Air Forces, compared with a war- 
time peak of more than 12 million. 

@ Great Britain has approximately 1% 
million men in uniform compared to her 
top military strength of 5% million. Even 
with the lower number, however, Britain 
is stronger than the U.S. because most 
regular military units have been kept at 
combat strength. 

@ Russia now has the world’s biggest 
military force, when measured in man 
power alone. The Soviet Union has 4% 
million men under arms and another 2 
million in training, some of whom may 
be combat veterans. 

An indication of the degree to which 

the military prowess of the Western de- 
mocracies has declined in the last year 
is given in the following comparison of 
peak wartimne strength with the situation 
today. 
@ On the land the military strength ot 
Britain and the U.S. has dropped most 
rapidly. From a total of more than 6 
million men in the ground and service 
forces during the war, the U. S. now has 
only slightly more than 1% million troops. 
The British Army at its wartime peak 
comprised 3,400,000 men. By the end 
of this year, the British will have an 
Army of approximately 600,000 men. 

At the summit of its power the United 
States had 89 Army and 6 Marine divi- 
sions for ground combat. All but one of 
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these units had battle experience. During 
the war, the combat divisions were main- 
tained at nearly full strength by the 
replacement training system which fur- 
nished nearly three million reinforce- 
ments. 

Today, only those U.S. divisions on 
occupation duty, plus a few training 
divisions in the U.S., are close to full 
strength. The units capable of immediate 
combat include about 10 divisions in 
Europe and approximately the same 


number in the Pacific. The training di- 
visions in the U.S. would have to be 
used to develop new units and could not 
be spared for immediate use without 
jeopardizing the entire remobilization 
program. 

In the event of a crisis the U. S. still 
can mobilize rapidly. A large proportion 
of the officers and men recently dis- 
charged could be returned to their for- 
mer units. This would facilitate rapid 
rebuilding of military strength. 

Remobilization by this method, how- 
ever, soon will become difficult due to 
the establishment of a National Guard 
and reserve training program. Under 
this, reserve and National Guard per- 
sonnel will be assigned to units geo- 
graphically rather than on the basis of 
service in World War II. Under the new 
program, 23 divisions are slated for the 
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training of reserves, and 24 National 
Guard divisions will be formed. This 
will provide a potential reserve strength 
of 47 divisions. 

Combat units of the British Army also 

are being shifted rapidly from an active 
to a reserve status. At the peak of war- 
time strength, Great Britain had approx- 
imately 60 divisions in the field. About 
half of these now are returning to in- 
active status. The British plan to main- 
tain about 600,000 men in the regular 
Army. The bulk of this force will be kept 
in Germany. The British will use the 
Army of the Rhine as the principal train- 
ing force. As before the war, British 
reserves will be organized into a Terri- 
torial Army, similar to the U.S. National 
Guard, and with a strength of approxi- 
mately 750,000 men. 
«] In the air, U.S. strength has dropped 
to less than a third of the maximum com- 
bat strength. During the war the U.S. 
Army Air Forces put 243 groups, aggre- 
gating more than 64,000 aircraft, into 
the sky. There were more than 2,250,000 
men in the AAF.« 

Today, the AAF is organized on a basis 
of 36,000 planes, assigned to 70 groups. 
These are divided into 25 groups of 
heavy bombers, 25 groups of fighters, 10 
groups of transports, 5 groups of light 
bombers and 5 groups of tactical recon- 
naissance planes. The allotted strength of 
400,000 men is not sufficient, however, to 
maintain 70 groups at combat efficiency. 





As a result, some of these groups will be 
skeletonized, to be filled in on mobiliza- 
tion. 

In the event of » crisis, the U.S. at 
this time could recall most of the Air 
Forces personnel who fought in World 
War II. Most of these men would be able 
to return to duty as pilots, navigators, 
bombardiers or ground crews with little 
retraining. However, this will become 
more and more difficult as the Air Forces 
adopt new model planes. Within very few 
years jet-propelled aircraft and super- 
heavy bombers will necessitate almost 
complete retraining of former aviation 
personnel. Whereas the AAF could be 
fully remobilized in three months today, 
in another four or five years it may take 
a year to 18 months to regain maximum 
strength. 

Great Britain has been slower in de- 
mobilizing the Royal Air Force. The 
British are maintaining a sizable number 
of fighters for defense. During the war, 
the British produced 102,000 aircraft, of 
which approximately 38,000 were fight- 
ers and 28,000 bombers, while about 
three quarters of these were lost in 
action or are obsolete, the British still 
retain an air force of considerable combat 
strength. 

@ At sea U.S. strength has not de- 
teriorated sharply. Due to the elimina- 
tion of Germany and Japan as naval 
powers, the U.S. and Great Britain have 
undisputed supremacy. At the end of the 
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war the U.S. Navy had 1,167 warships, 
plus approximately 60,000 other vessels, 
including auxiliaries and landing craft. 
The British Navy consisted of 491 
warships and several thousand other 
vessels. 

Under present plans the U.S. will 
keep 661 warships, of which 251 will 
be in full commission. The balance of the 
combat ships will be preserved in two 
reserve fleets, the 16th on the East Coast 
and the 19th on the West Coast. Con- 
struction of six warships has been sus- 
pended for reasons of economy. 

Here is the naval strength the U.S. 
and Great Britain possess, compared to 
that of other powers: 

Battleships. The U.S. Navy is keep- 
ing only four battleships on active status, 
but two more will be in reserve fleets 
and can be put into action in 10 davs. 
Ten more battleships will be in “moth- 
ball” fleets and can be reactivated in three 
months under crisis conditions. The U. S. 
is scrapping or using for atom-bomb tests 
seven of the battleships in commission at 
the end of the war. 

The British Navy had 14 battleships 
at the end of the war. Some of these will 
be scrapped, but new construction will 
keep her strength in capital ships near 
this figure. All other powers combined 
have 13 battleships. 

Cruisers. The U.S. Navy has 69 
cruisers, of which 29 will be ready for 
action, 10 in recerve and 30 inactive. 
Great Britain has 62 cruisers. All others 
together have 28 cruisers. 

Aircraft carriers. The U.S. and Great 
Britain both have 12 major aircraft car- 
riers. No other powers possess comparable 
vessels. The U. S. is keeping 25 additional 
fleet carriers in reserve and inactive. Great 
Britain has 29 escort carriers, while the 
U.S. has 10 ~scort carriers on active 
duty and 56 inactive. 

Destroyers. The U.S. Navy is to have 
126 destroyers on active duty, 22 in re- 
serve, and 205 in the inactive fleets. Great 
Britain has 259 destroyers, some of which 
will be scrapped. All other powers to- 
gether have 77. 

Submarines. Only in submarines will 
ary other power have strength compar- 
able to that of Great Britain and the U. S. 
Russia has 140 submarines. U.S. Navy 
plans call for 80 on active duty and 106 
laid up. Britain has 115 submarines. All 
other powers combined have 39 undersea 
vessels. 

@ Dilemma is posed for military lead- 
ers in the course of action to take. Under 
present appropriations of both Britain and — 
the U.S., the combat efficiency of the 
armed forces will be reduced steadily to 
build up training staffs for new recruits. 
With armed strength playing an impor- 
tant role in world politics, military leaders 
must decide whether to continue to demo- 
bilize combat units in order to establish 
training units, or to ask for additional 
funds for a larger military establishment. 
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FLOOD OF U.S. DOLLARS AIDS 





RECONSTRUCTION, OPENS MARKETS 


American effort to provide relief 
and replenish capital in the world 
is unparalleled in peacetime history 


Of the 21 billion dollars the U. S. 
is pouring into world recovery, an esti- 
mated $3,800,000,000 is going abroad 
as outright gifts. 

The rest is made up of bilateral 
credits and subscriptions to international 
institutions. The latter funds must show 
as expenditures in the national budget 
now but should be returned in the fu- 
ture to the U.S. Treasury, or held avail- 
able for return. 

The combined effort to provide 
relief and replenish capital in  war- 
impoverished nations throughout the 
world is a gigantic undertaking un- 
paralleled in the peacetime history of the 
U.S. It tops even the loan to friendly 
nations of Europe during World War I 
and is not far below the rate of ex- 
penditures to combat depression in the 
U. S. during the early ’30s. 

In every part of the world, interest is 
keen in where U.S. assistance is going 
and how it is being used. 





—International 


CHAIRMAN MARTIN 
He holds 500 million for China 
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@ U.S. gifts are being channeled 
through UNRRA and private relief. The 
former organization, scheduled to wind 
up its operations by the end of this year, 
has received 72 per cent of its funds 
from the American Treasury. Two ap- 
propriations, for 1945 and 1946, amount- 
ed to $2,700,000,000. Moreover, private 
relief is estimated to have poured out 
an additional $1,100,000,000 worth of 
food and goods to Europe and Asia. 

These contributions, along with those 
of other nations able to participate in 
relief and rehabilitation programs, have 
saved the lives and restored the health 
of thousands of persons buffeted by the 
war. UNRRA and Red Cross _ bread, 
clothing and shelter have aided hungry 
and homeless displaced persons, former 
slave laborers and political prisoners and 
ordinary people whose homes and jobs 
were destroyed. Farm machinery and 
transportation to get crops to market 
also have been supplied. 








COMMISSIONER McCABE 
Offers surplus at bargain rates 


Direct aid from the U.S. to Greece, 
Italy and Austria after UNRRA’s expira- 
tion December 31 now is being consid- 
ered. American officials think Poland, 
Yugoslavia and Czechoslovakia should be 
able to get along next year on their own 
resources, with additional help from pri- 
vate relief organizations in the U. S. 

@ U.S. loans on easy terms for near- 
future needs to get the world’s business 
going again, plus participation in the 
Bretton Woods program for longer-range 
reconstruction and currency stabilization, 
account for 17% billién dollars of current 
commitments. 

Transfer to other countries of moun- 
tains of surplus property left behind by 
the U. S. Army and Navy is being accom- 
plished at a rapid rate, but the shipment 
of goods from American ports for over- 
seas consumption probably will depend 
on future behavior of U. S. prices. 

Surplus property disposal at bargain 
rates is moving along under the direction 
of U.S. Foreign Liquidation Commis- 
sioner Thomas B, McCabe. Cash value of 
much equipment is doubtful but, with ex- 
cess merchant vessels offered for sale by 
the U. S. Maritime Commission, estimates 
of such material range around 4% billion 
dollars. Deals are being closed at about 
one third the cost of the property when 
new, which is close to the same sale value 
of surplus material in the U. S. 

In Europe, complete stockpiles of food, 
drugs, chemicals, construction equipment, 
vehicles and farm machinery are being 
sold on long-term credit arrangements. 
Short of all such supplies, European pur- 
chasers have been happy to get the mate- 
rial, regardless of its condition. 

The bulk of similar supplies on the 
islands of the Pacific was intended for 
stimulation of recovery in China, but 
political troubles there are slowing the 
program, and much of the material may 
rust and rot in the jungles unless faster 
action becomes possible. 

Original value of all the overseas sur- 
pluses was estimated at 9% billion dollars, 
but only between 7 and 8 billion dollars 
worth of goods was classified as fit for 
sale. In spite of scarcities in the U. S., the 
cost of bringing home the military sur- 
plus, with handling and transportation 
costs added, would be greater than the 
cost of new material coming out of 
American factories. 








Surplus Property and 
Merchant Vessels 


$4,750 million (est.) 


UNRRA and Other Relief 
$3,800 million (est.) 
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The loan to Britain of 3% billion dol- 
lars already is being used for purchases 
of food and raw materials in the U.S. 
The British Government has drawn 300 
million dollars of the credit and until 
the end of 1951 before it uses up the 
balance of the loan and begins pay- 
ment of principal and interest. 

This aid from the U. S. is looked upon 
by Britons as a breathing spell during 
which their economy can be re-estab- 
lished on a peacetime basis and exports 
can be developed to assure the constant 
flow of imports t' at is vital to England’s 
existence. 

Export-Import Bank has outstanding 
$2,800,000,000 of credits to more. than 
50 countries for a wide variety of pur- 
poses, most of them granted since the 
war for reconstruction needs. The Bank 
has 700 million dollars of lending au- 
thority uncommitted, but Chairman W. 
McMartin, Jr., is holding 500 million 
dollars of that sum for China. 

Borrowing countries, some with poor 
records in U.S. investment markets, 
would not have been able to raise the 
same amounts of money from private 
lenders at anywhere near the Export-Im- 
port terms of 3 per cent on a 20-year 
basis. This leniency is giving the Bank’s 
debtors urgently needed goods from the 
U.S. with the least disruption of their 
own unsettled economies. 


U.S. Cash and Pledges Speed World Recovery 
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The Bretton Woods institutions—the 
International Bank for Reconstruction and 
Development and _ the International 
Monetary Fund—will have $5,925,000,- 
000 in U.S. subscriptions. The American 
share of their capital, however, will not 
be jeopardized to any appreciable extent 
unless world business collapses. 

Of the U.S. subscription to the Bank 
of $3,175,000,000, representing 41.4 per 
cent of its capital, only 635 million dollars 
must be paid in, the remainder held in 
reserve to meet obligations should there 
be losses on Bank securities or guaranteed 
loans. The Fund, in which the American 
quota of $2,750,000,000 is 37.2 per cent 
of the total, also has limitations on how 
much of its assets may be risked actively 
at any one time. 

@ Impact on the world of the proffering 
of these resources already has been pro- 
nounced. U.S. funds are providing a 
transfusion that is saving from paralysis 
the economies of many nations. And, al- 
though not all the pledges are likely to be 
called upon, the very existence of acces- 
sible money in the U.S. creates psycho- 
logical encouragement in addition to pro- 
viding physical resources. 

These expenditures and pledges are 
all in addition to the tremendous invest- 
ment in victory made by the U.S., in- 
cluding provision of Lend-Lease supplies. 
For the most part, they represent the 
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Export-Import Bank 
$2,800 million 





Copyright, 1946, by World Report 


money of taxpayers, committed through 
appropriations of the U. S. Congress. 

@ Impact on the U.S. What all these 
gifts and loans mean to the American 
businessman, farmer and worker is a 
reservoir of demand for United States 
products that should keep up full produc- 
tion and full employment even after their 
domestic market has been supplied. 

The immediate effects of U. S. financial 
aid will be governed by the extent to 
which the borrowers spend their funds 
and are able to get licenses to ship their 
purchases out of the U.S. Moreover, 
the real test of American determination 
to follow through on its loan program 
will be the extent to which the U.S. 
accepts imports from its debtors. 

So great are.the needs of other coun- 
tries that an even exchange of goods can- 
not be hoped for during the rest of this 
decade. Although the net outflow from 
the U.S. through those years will be 
influenced by a number of factors, it has 
been variously estimated at from 2 to 3 
billion dollars annually. 

Present commitments by the U.S. 
Government can carry that deficit for a 
time, and resumption of private lending 
will provide more years for achievement 
of a balance. Behind such support is the 
U.S. Government's desire to help the 
world recover along lines in which free 
enterprise can thrive. 
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BIG 3 COMPETING IN GERMANY 
FOR SCIENTISTS AND SECRETS 


Anglo-American investigators find 
industrial inventions. Russia is 


corralling men with the ‘know-how’ 


Reported from LONDON, 
BERLIN and WASHINGTON 


The United States, Great Britain 
and Russia are racing to corral the Ger- 
man scientific and industrial skill which 
a short time ago gave the Nazis suprem- 
acy in Europe. 

The Big Three are out to capture 
not only German “know-how,” but the 
men who produced the “know-how” as 
well. To date, Anglo-American teams of 
investigators have collected an impres- 
sive assortment of Nazi industrial secrets. 
The Russians, however, have made off 
with most of the scientists who thought 
up the secrets. Potentially, the Soviet 
haul is a good deal more important. 

All of the Big Three now have German 
scientists at work helping to develop more 
effective rockets and V-bombs. An un- 
known number of ex-Nazi technicians are 
aiding the Russians fire experimental pro- 
jectiles across the Baltic and over the 
heads of apprehensive Swedes. A rela- 


tively small group of German researchers 
has been put to work by the U. S. Army in 
its experiments with rockets and V-bombs 
in remote parts of New Mexico. Some 
German scientists also have been im- 
ported by the Army to work on nuclear 
fission, basic to the production of atomic 
bombs. 

Russia, however, is not limiting her 
use of Germany's scientific brains to mili- 
tary projects. Germans, who once occu- 
pied key jobs in Nazi industries and re- 
search laboratories, now are showing up 
in the Soviet zone of occupied Germany, 
where Russia is reported to be in the 
process of Sovietizing 200 industries. A 
large number of scientists and technicians 
who once lived and worked in the Berlin 
area, or even in Western Germany, are 
believed by U.S. officials to be serving 
Soviet purposes in Eastern Germany. The 
list includes two Germans who won the 


AIN AMERICAN MODEL OF GERMANY’S V-1 BOMB IS LOADED ON A CATAPULT 


Nobel prize for outstanding work in the 
physical sciences. They were in the Anglo- 
American zones at first, but are now 
known to be with the Russians. 

There has been no comparable move- 

ment of German scientists and industrial 
experts to the United States or Great 
Britain. Instead, apart from a limited 
amount of military research, the Anglo- 
Americans have put the emphasis on ac- 
quiring industrial secrets developed in 
Germany before the war ended, and ap- 
plying them to Anglo-American industry. 
In this race, the U.S. and Britain appar- 
ently are well ahead of the Russians. 
@ Nazi secrets now at the beck and call 
of American industry number ito the 
thousands. Forty thousand documents, 
describing and blueprinting German in- 
dustrial products and processes, already 
have reached Washington. Many more 
thousands are en-route. 

The list includes new products, new 
substitutes for old products, and a pro- 
fusion of industrial processes calculated 
to interest American manufacturers who 
wish to increase efficiency and reduce 
costs. Some of the substitutes or synthetic 
items could relieve present shortages in 
the U.S. Many of the products can be 
adopted by small manufacturing con- 





Military investigators came up with the first findings of Nazi technique 
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cerns, requiring investments of less than 
$100,000. The list as it now stands in- 
cludes such items as these: 

Night-seeing device, using infra-red 
rays, containing a motor powered by a 
flashlight battery and capable of produc- 
ing 10,000 revolutions per minute. 

Radio tubes of 1,000-watt power but 
one fourth the size of similar American 
tubes. 

An engine that runs without spark 
plugs, but derives its ignition from liquid 
ether sprayed into the combustion cham- 
ber—developed by German engineers to 
avoid ignition difficulties in aircraft at 
high altitudes. 

A color-film process that uses ordinarv 
black and white methods of exposure, 
developing and printing, by contrast with 
more complex methods that require a 
separate film for each of the three basic 
colors. 

Sound recording that applies electro- 
magnetic methods to a metalized plastic 
tape, instead of the wire tape in use 
in America. 

These items are small sample of Ger- 

man industrial secrets now laid open to 
American industry. Many of the findings 
however, involve new processes which in- 
dustrial experts classify as of considerably 
more importance, 
@ U.S. industry is showing special in- 
terest in the manufacturing processes that 
enabled the Nazis to fight a long war 
despite acute shortages of man power 
and raw materials. German industry had 
to make much of its oil and rubber out of 
coal, invent plastics to do the work of 
metals and find ways of conserving ferro- 
alloys in making steel. Short cuts to save 
labor and time became imperative. Cer- 
tain segments of U.S. industry are up 
against comparable problems now, or may 
be in the future. 

Aircraft men in the American aviation 
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GERMAN SCIENTISTS ARRIVE IN BRITAIN 
. All of the Big 3 have imported such experts 


industry are studying a German method 
of standardizing the construction of jigs 
and fixtures. They are showing interest 
in a German material called “oboholz’, 
proved to be superior to a comparable 
American material now in use for making 
form dies and other types of tooling. The 
German material has been found to ab- 
sorb less moisture, warps less, lends itself 
to easier repair, and saves critical mate- 
rials. 

Chemists who do the research for the 
U.S. chemical industry are examining the 
detailed reports on 100 new dyes for cot- 
ton, wool, rayon and nylon, as perfected 
by Germany's I. G. Farben between 1939 
and 1945. 

Electronics technicians in U.S. indus- 
try have focused their attention on a 
German process which may revolutionize 
the manufacture of condensers in this 
country. Millions of condensers are used 
in radio, radar and a wide variety of com- 
munications equipment. Manufacturing 
condensers out of metal foil, the German 
process employs a very thin coating of 
metal sprayed onto specially prepared 
papers. Result is a condenser half the size 
of those in use in American equipment, 
produced at 20 per cent less cost and ca- 
pable of handling 50 per cent higher 
voltages. The German machine which 
makes these condensers has been brought 
to the United States for study by manu- 
facturers. 

Metal industries in America are now 
experimenting with methods used by the 
Germans in handling steel. They are 
studying German processes for casting 
magnesium and for substituting iron for 
scarcer copper. 

The German steel process, known to 
the experts as a method of cold-extrusion, 
has_ possibilities considered important 
wherever steel has to be machined. A Ger- 
man machine capable of turning out com- 
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plicated magnesium dies at the rate of 
80 a minute, useful in making chassis for 
radio and radar equipment, is being 
brought to the U.S. for study. Nazi scien- 
tists, faced with a copper shortage, found 
it possible to make commutator brushes 
for generators and motors out of pow- 
dered iron rather than powdered copper. 
@ Pooling of U.S. and British findings 
in Germany is making possible this un- 
veiling of Nazi industrial secrets. Mili- 
tary investigators of the U.S. and Brit- 
ain, in search of Nazi war techniques, 
came up with the first findings as they 
followed combat troops into the Reich. 
Subsequently, civilian investigators from 
the two governments, augmented by 
qualified technicians from British and 
American industries, began a systematic 
search for industrial processes and prod- 
ucts. Results of these civilian explorations 
now are made available to both govern- 
ments and through them to industry. 
American industrialists rely on reports 
issued weekly by the U.S. Department 
of Commerce. 

@ Total value of these industrial secrets 
of Germany to American industry is at 
present impossible to estimate. It already 
is apparent, however, that information 
about German industry and _ industrial 
processes will constitute the chief item 
of reparations the U.S. can expect from 
Germany. 

By contrast, Russia is receiving by off- 
cial allocation the largest single share of 
German plant and equipment declared 
available for reparations. Unofficially, the 
Soviet also is acquiring a dominant share 
in Germanys industrial and scientific 
brains. If the Russians can persuade these 
German scientists to work as effectively 
for them as they did for the Nazis, the 
division of reparations payments among 
the Allies will turn out to be even more 
heavily in the Soviet favor than it now is. 
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REPARATIONS DESTINED FOR THE SOVIET 
Russia receives largest share of German machinery 
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WORLD-WIDE BARRIERS 


TO EUROPE’S HOMELESS 


Nations able to absorb displaced 
persons will not take them. Thinly 
settled countries are not equipped 


Reported from GENEVA, BERLIN, 


LONDON and 


Immigration bars the world over 
are blocking the resettlement of Eu- 
rope’s two million homeless. 

Nations that can absorb dis- 
placed persons are unwilling to take 
them. Underpopulated countries, which 
want them, are not equipped to receive 
many quickly. 

A plea to resettle refugees, sent 
by Fiorello LaGuardia, Director of the 
United Nations Relief and Rehabilita- 
tion Administration, to 44 governments, 
is meeting little success. Only 11 na- 
tions have replied to LaGuardia’s appeal. 
Not one has made a specific proposal. 

The U. S. State Department says it is 
giving the matter “most interested and 
thorough consideration.” The British For- 
eign Office says it is “unable to add to the 
large number of refugees and displaced 
persons who have already been ad- 
mitted.” 

New Zealand “does not favor mass 
immigration of refugees.” Australia will 
be unable to launch its immigration pro- 
gram for two years. Canada feels she can 
“not be of any direct assistance to the 
immediate problem of resettlement.” 

India is “unable to offer any construc- 

tive suggestions.” El Salvador, Panama, 
China and Costa Rica gave similar re- 
sponses. Only Brazil offers any hope of 
action, and this possibility is being in- 
vestigated now. 
@ Europe’s homeless are of many 
varieties. The largest number are slave 
laborers who were imported by the Nazis. 
Others include racial and political prison- 
ers released from German concentration 
camps, Jews who survived Nazi terror in 
Poland and Germany, and Spanish Re- 
publicans who fled Franco's rule. Anti- 
Soviet exiles from Eastern and Southern 
Europe make up the bulk of the re- 
mainder. ; 

How many DPs there really are, no 
one knows precisely. Of 20 million people 
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WASHINGTON 


who moved from their native lands during 
the Hitler era, 18 million are believed 
to have returned home. Half of those who 
remain, or 937,000, are receiving as- 
sistance from UNRRA or Allied armies 
in Germany, Austria and Italy. About 
125,000 of these are Jews. 

An additional 294,000 refugees have 
been registered by military police in 
Austria. About 220,000 others are living 
in Germany and Italy. In addition to 
200,000 Spanish Republicans, who are 
mainly in France, 238,000 others are 
scattered through 16 countries of Europe 
and the Middle East. The Polish Exile 
Army, which is being transferred to 
Britain, numbers about 108,000. The 
grand total is in the neighborhood of two 
million. 

Nationalities represented. among the 
homeless number more than 60. Allied 
camps even contain three Afghans and 
one Siamese, but the major problem con- 
cerns Poles, Balts, Yugoslavs, and Polish 
and German Jews. 

The 570,000 Poles and 78,000 Yugo- 
slavs fear unsettled economic conditions 
or persecution by their Moscow-oriented 
governments. The 199,000 Balts, from 
Lithuania, Latvia and Estonia, fled Soviet 
occupation or went to Germany for labor 
during the war. The 125,000 Jews, mostly 
of Polish origin, are being joined by 
10,000 more each month who are fleeing 
anti-Semitism in Poland. 

@ The U.S. and Britain are concerned 
primarily with the 937,000 displaced per- 
sons they are feeding in Austria, Italy 
and Germany. They feel the other million 
are provided for: The Spanish Repub- 
licans in France and the Polish Exile 
Army in Britain and the Dominions, 
while the rest, who are shifting for them- 
selves now, either will be absorbed where 
they are or move clsewhere on their own. 

Repatriation of i:ost of the refugees 

receiving internationai aid is the Allied 


desire. Russia, Poland and Yugoslavia 
especially want their nationals sent home, 
for they fear the existence of organized 
groups of dissidents abroad. The U. S. 
and Britain favor repatriation, but refuse 
to force the unwilling to go. 

Now representatives of exile govern- 
ments, who have discouraged DP re- 
patriation, are being ousted from the 
camps. Representatives of Warsaw, Mos- 
cow and Belgrade are being sent to the 
camps in larger numbers to try to con- 
vince their nationals they ought to go 
back home. 

UNRRA hopes this will reduce the 
relief load of refugees to 850,000 by the 
end of this year, and that another 150,000 
will accept repatriation in 1947. 

Absorption of 50,000 to 100,000 dis- 
placed persons, half in Germany and half 
in Western Europe, is hoped for by the 
end of 1947. Much depends on the rate 
of economic recovery. 

Sweden has agreed to take several 
thousand Jewish children temporarily and 
may add others to the 11,840 refugees 
she took during the war. 

France is short of labor. During the 
next decade, she plans to take an average 
of 200,000 immigrants a year. But most 
of these will be Swiss, Italians and-Dutch. 
Very few will be refugees of the war. 
French parties of the Left are strongly 
opposed to admitting dissidents fram 
countries in the Soviet sphere. 

Resettlement overseas, therefore, is 
the only other solution for 600,000 to 
650,000 displaced persons. If Britain 
yields to President Truman’s insistence 
that 100,000 Jews be admitted to Pales- 
tine, a total of 150,000 DPs may leave 
Europe by the end of 1947. Otherwise, 
few more than 50,000 may find new 
homes abroad. 

All in all, prospects are that Europe 

will be left with between 500,000 and 
600,000 displaced persons in 1948. 
@ Immigration plans for this group so 
far have made little headway. UNRRA’s. 
job merely has been to provide relief, 
and no international body heretofore has 
had the funds and responsibility for 
promoting resettlement. Most national 
governments have not been interested in 
aiding resettlement in their.own lands, 
and those which are interested are either 
unwilling or unable to finance major 
projects of their own. 

This problem now is to be turned over 
to the new International Refugee Or- 
ganization of the United Nations. If the 
General Assembly approves the IRO 
charter in October and if the member 
nations provide the funds, estimated at 
250 million dollars for 1947, the agency 




























will take charge of DP relief next spring 
and open negotiations with interested 
countries for resettlement. 

Latin-American countries including 
Brazil, Argentina and Bolivia want half 
a million immigrants in the next three 
years. But officials of U.N.’s refugee 
organization believe only a small number 
of displaced persons can be sent there. 

Brazil prefers Portuguese and Italian 
nationals who have done well after pre- 
vious immigration waves. All three coun- 
tries want their immigrants to settle in 
remote areas which they would like de- 
veloped. Such projects are difficult, costly 
and take a long time to organize. 

The projects require construction of 
housing, roads, water supply and schools. 
The immigrants would have to get used 
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to a new climate and strange conditions 
of living in addition to facing the hurdles 
of language and customs. Subsidies would 
be needed for a long period, and, even 
with them, the immigrants would have 
a hard time. 

The U.S. and the British countries 
could absorb easily the DPs economically. 
But there is little likelihood that many 
will be taken. President Truman plans 
to ask Congress to increase U.S. immi- 
gration quotas, but Administration offi- 
cials concede that he faces an almost 
certain refusal. 

Existing U. S. quotas permit the annual 
entry of 27,370 immigrants born in Ger- 
many and Austria, but there are less 
than 50,000 displaced persons who can 
take advantage of this. The Polish quota 
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is only 6,524 a year, and only 845 Yugo- 
slavs and 738 Balts can be admitted 
yearly. 

The U. S. quota system, which permits 
the entry of 153,714 persons yearly, limits 
each country annually to 2 per cent of 
the U.S. population in 1920 derived 
from such national origin. It was drafted 
to assure Northern and Western Europe 
81.9 per cent of the total quota on the . 
theory that these peoples are assimilated 
more easily than Eastern and Southern 
Europeans, who are limited to 16 per 
cent of the total. 

As a result, the outlook is that the 
United Nations will face the problem of 
providing care for many years to half 
a million homeless people whose broken 
lives may never be mended. 
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LACK OF LOCOMOTIVES HOLDS UP 
RECOVERY THROUGHOUT WORLD 


25,000 less engines are operating 
now than in 1939. Reliance put in 
U.S., Britain, Canada and Sweden 


Reported from LONDON, 
PARIS and WASHINGTON 


A world shortage of locomotives 
is making all other shortages worse. 

To recover from war, the world 
now requires more materials, machinery 
and goods than ever before and more 
railroad engines to move these things 
to the places where they are needed. 
But, as a result of the war, there are 
25,000 fewer locomotives today than 
there were in 1939. 

Many engines now in use are old 
and worn and must be replaced. Other 
locomotives are needed for new rail lines 
in undeveloped areas of Asia, Africa and 
Latin America to haul essential products 
from regions in the interior to coastal 
ports. 

To meet this critical demand for trans- 
portation, the world is relying chiefly 
on the U. S., Britain, Canada and Sweden. 
In time, France, Belgium, Italy, Czecho- 
slovakia, Poland, Russia and perhaps 
Germany will have locomotive works back 
in full production. But, for the moment, 
the locomotive industries in the U. S. and 
Britain, undamaged by war, are setting 
the pace for the world’s recovery from 
war. 

@ Most urgent need for railroad engines 

is-on the Continent of Europe, where a 
highly developed system of railways was 
smashed by five years of bombing and 
destruction. Before the war, Continental 
Europe had more than half the world’s 
200,000 steam locomotives. Now it is 
estimated that it will take 15 billion dol- 
lars to rehabilitate the railroads of Allied 
countries alone. 

Here is the situation: 

France must have 5,000 locomotives 
to meet minimum needs. That would give 
her 14,000, still 3,000 less than she had 
before the war, but enough to get along 
on. French plants capable of turning out 
600 engines a year in prewar days are not 
yet in full production, and the railroads 
must buy abroad. U.S. manufacturers 
will supply 1,200. 
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Belgium needs at least 500 locomo- 
tives. At the end of the war, she had only 
2,700 of the 4,000 engines in operation 
befcre invasion, half of them serviceable. 
Belgian plants hope to produce 135 en- 
gines this year. Another 300 have been 
ordered from abroad. 

The Netherlands lost 800 of the coun- 
try’s 1,000 locomotives through German 
seizure during the war. Four hundred 
have been returned, and another 300 ob- 
tained from Britain, Sweden and Switzer- 
land. But Holland needs new locomotives 
to carry out plans to electrify all railways 
within the next five years. 

Finland needs replacements for old 
and inadequate equipment. A large share 
of her 700 locomotives were built before 
1900, and a quarter of them are in the 
shop for repairs at all times. 

Germany on V-E Day had only 8,000 
of the 25,000 locomotives she had before 
the war. Minimum needs were put at 
5,000. Occupation forces have filled some 
of the requirements with their own equip- 
ment. 

As the world’s third biggest user and 
the biggest exporter of engines in Conti- 
nental Europe, Germany could produce 
750 locomotives a year. Locomotives were 
shipped to other European countries, the 
Balkans, the Middle East and Latin 
America. German engine works were 
moved to the East in the war, and there 
is the prospect now that they may be put 
back in operation by Russia. 

Italy, as the first liberated Axis coun- 
try, has had the best chance to recover. 
Many U.S. Army locomotives went to 
Italy as surplus, and the big locomotive 
works in Northern Italy now are in good 
shape. But the day is far off when Italy 
again will have 6,000 locomotives and 
can become a big exporter. 

Czechoslovakia, once an important 
exporter, had more than 4,000 locomo- 
tives and could produce 360 a year before 
the war. Now Czechoslovakia is only 


beginning to build engines for herself. 
UNRRA has provided 75 engines to help 
out while production is resumed. 

Poland, like Czechoslovakia, was an 
important Central European producer 
before the war with an annual productive 
capacity of 225 locomotives. Poland lost 
most of her 4,000 engines. UNRRA has 
supplied 65, and a large order is to be 
placed in the U.S. Sweden also is ship- 
ping locomotives to Poland. 

Russia lost 16,000 of her 25,000 lo- 
comotives in the war. To replace these, 
Russia became the world’s biggest im- 
porter. U. S. Lend-Lease provided almost 
2,000 engines. Russia is still buying 
abroad. Under a new Five Year Plan 
to modernize railways, 7,587 locomotives 
are expected to be built in Russia before 
1951. 

European countries need reconstruc- 
tion materials most. A shortage of loco- 
motives in Europe means that it takes 
longer to deliver essential food, clothing 
and materials and to get industry back in 
business again. 

But a shortage of rail power in other 
parts of the world is just as critical and 
just as much of an obstacle to world re- 
covery. Foods, minerals and needed raw 
materials are slow to come from produc- 
ing areas in Latin America, Africa and 
Asia because of the lack of transportation 
equipment. In many instances, new rail- 
roads must be built to move such mate- 
rials. 

In the Middle East, railroads are being 
developed and engines imported in Tur- 
key, Syria, Palestine, Saudi Arabia and 
Iraq. Iran’s oil and location at the south- 
ern gateway to Russia caused the war- 
time construction of a railway from the 
Persian Gulf north to the Caspian Sea. 

India’s railroads were expanded dur- 
ing the war and now companies are buy- 
ing locomotives from Britain to continue 
the development. Hundreds of engines 
are on order. Production of electric 
locomotives has begun in India. 

South Africa is taking half of Britain’s 
exports of railway engines. At least 150 
are on order. 

China has a Five Year Plan to build 
three new lines and purchase 4,000 loco- 
motives. There were only 1,172 engines in 
China before the war, and there is not 
enough track to handle any more now. 








New development depends largely on 
political events and available finances. 

Latin America’s stores of oil, rubber, 
copper, tin, lead, zinc and other vital raw 
materials will be available to the world 
in greater quantity only when new rail 
lines are built and old ones are repaired. 
The war years, when shipping and auto- 
motive transport were at a premium and 
replacements for railway equipment were 
hard to get, left Latin America with a 
heavy demand for locomotives. 

@ To meet the need for locomotives, 
the world now is turning to the only coun- 
tries that still can produce them—the 
U.S., Britain, Canada and Sweden. The 
big brake on filling the world demand for 
locomotives is not capacity but financing. 
Mainline engines cost from $100,000 to 
$450,000 each. 

Demand for new engines in the U. S. 
and Britain is great. U.S. railroads will 
want 1,200 new engines a year for the 
next five years. Most of the orders will 
be for Diesels to replace the steam en- 
gines now used on 90 per cent of the runs. 

The U.S., which exported less than 
50 engines a year between 1929 and 
1939, shipped 1,910 locomotives abroad 
in 1945. In the first half of this year, 
1,407 engines of all types were exported. 
Most of them went to France and Russia. 
Others went to Brazil, Mexico, Poland, 
Belgium and Yugoslavia. U.S. manufac- 
turers have 250 million dollars in back 
orders, half of them for export. 

U.S. railway equipment worth 66 
million dollars has been disposed of 
abroad as surplus property. More than 
500 locomotives have been sold by the 
Paris disposal office alone. 

Britain exported about 2,500 locomo- 
tives during the war period and now is 
exporting 75 per cent of her production. 
In the first half of this year, Britain 
shipped 160 engines overseas. 

Canada has shipped more than 100 
locomotives to India, France and Bel- 
gium this year. 

Sweden, a smaller producer, is build- 
ing engines for the Netherlands, Czech- 
oslovakia, Norway, Poland and Russia. 
Switzerland also is producing electric 
engines for the European market. 

UNRRA has delivered 300 locomo- 
tives to Greece, Poland, Czechoslovakia, 
Yugoslavia and China. 

Normally, locomotives are not impor- 
tant items in world trade because of their 
weight and the problems involved in ship- 
ping them. Most countries build their own 
or buy them from neighboring countries. 

In the long run, British and American 
builders will see a marked decline. in 
export orders as emergency needs are 
filled. But, until locomotive works are 
built in Latin America, China and the 
British Empire, there will be a continued 
market for railway engines. The chances 
are that it will take another two or three 
years before the world has a bare mini- 
mum of locomotives to do its hauling. 
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SHIP DESIGNED TO CARRY U.S. ENGINES TO RUSSIA 
The world’s demand is far in excess of present supply 
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SHOE OUTPUT CUT 
BY HIDE SHORTAGE 


Loss of cattle during war reduces 
world supplies. Price control in the 
U.S. restricts imports by tanners 


Reported from BUENOS AIRES, 
RIO DE JANEIRO and WASHINGTON 


A world-wide scarcity of hides for 
leather will make it harder to buy shoes. 

Stocks in U.S. shoe stores are 
low and still declining. There is no likeli- 
hood of a return to shoe rationing, but 
shoppers have to search long and hard 
to find shoes that suit them. 

The demand, particularly for women’s 

shoes, is soaring. But shoe production in 
the U.S. has dropped 21 per cent during 
the summer. Hides have become so 
scarce in America and so high in price 
abroad that some shoe factories are clos- 
ing and others are in the process of shut- 
ting down. Tanners would like to buy 
more hides abroad to make up the 
shortage at home, but they are finding 
new competition and new obstacles on 
the world market. 
@ World supplies have been reduced so 
much that only a third as many are avail- 
able for export now as were available 
before the war. These supplies now are 
harder to get and more costly. 

Prices in world markets now are almost 
double the 15.5 cents a pound paid as 
a ceiling price for American hides. The 
U.S. price, set by the Office of Price 
Administration, is said by tanners and 
shoe manufacturers to be the cause of 
the difficulty the leather industry is hav- 
ing in obtaining supplies. 

So short is the supply that U.S. tanners 
could get only 8.8 per cent of their quota 
for the three weeks ending August 17. 
The situation is slightly improved now, 
because tanners are receiving hides that 
have been curing since the heavy slaugh- 
ter in July, when price ceilings lapsed 
briefly. In the uncontrolled market, the 
price of U.S. hides rose to 26 cents a 
pound. The world price rose at the same 
time, until it reached the present level 
of about 31 cents a pound. 

Importers find it all but impossible to 
trade in hides bought on the world mar- 
ket at the current price. Although there 
is no OPA restriction on the amount im- 
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porters may pay, tanners cannot afford 
to pay much more than the U.S. price. 
When the tanner sells his finished leather 
on the U.S. market under OPA ceilings, 
he can obtain no more for tanned im- 
ported hides than for tanned domestic 
ones. 

Raw calfskin, priced at 27% cents a 
pound by OPA, costs an importer buying 
from New Zealand about 75 cents a 
pound. In Denmark and Sweden, the 
skins are sold for about 50 cents a pound. 
Consequently, U.S. tanners depend upon 
domestic production, although the U.S. 
used to import 25 per cent of all the 
calfskin it used before the war. Now less 
than 1 per cent of the skins used are 
imported. 

The need for leather throughout the 
world is more acute than ever before. 
The U.S. normally produced about 30 
million hides a year before the war. This 
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SHOPPING IS A PROBLEM 
‘Demand rises while stocks fall 


year, production is expected to reach 23 
or 24 million. Tanners had hoped to 
acquire from abroad the difference of 
six or seven million, although only 10 
per cent of the total cattle hides used in 
the U.S. normally are imported. 

Other countries, however, also are try- 
ing to fill depleted inventories of finished 
leather. Britain, for example, this month 
acquired 250,000 hides in the Argentine. 

European nations are attempting to 
revive tanning industries that long have 
been out of operation. The Netherlands 
recently purchased a small quantity of 
skins from the Argentine, and Sweden 
bought about 30,000 there. 

Russia is reaching into South America 
to purchase hides and skins and is mak- 
ing substantial purchases of materials for 
tanning its own leather. These purchases 
are being made as part of a Russian plan 
to produce 15 million more pairs of shoes 
this year than in 1945. Much heavier 
demands on raw materials for leather 
will be made when Russia builds new 
factories to increase output to 100 mil- 
lion pairs a year. The plan is to do this 
before 1950. Russia is reported to be 
offering high prices in order to persuade 
hide-producing nations to sell materials 
they may wish to retain for their own 
production. 

Tanning industries have grown up dur- 
ing the war in nations that used to de- 
pend upon others for processing. This 
development partly accounts for the re- 
duction in the world supply of hides for 
export from 20 million a year to about 
7 million. 

Argentina expects to retain for its own 
use nearly half the 6 million hides that 
are to be produced this year. 

Brazil also is tanning about half its 
production, but an embargo is in force 
now to prevent exports. This measure, 
aimed at Brazilian operators in the black 
market, is likely to restrict exports for 
at least 60 days. 

Thinning of herds during the war cut 
deeply into the supply of cattle hides 
from Europe. Austria and Poland both 


_ Jost 67 per cent of their cattle. Invasion 


and: looting cut herds 50 per cent in 
Russia, Yugoslavia and Greece. France 
lost 35 per cent of her cattle, and the 
Netherlands lost 30 per cent. 

@ Prospects are that world prices will 
keep imported hides out of reach of U. S. 
consumers for many months. 

Within the U.S., the short supply will 
remain at least until the end of the year. 
Wholesale dealers will be able to keep 
enough shoes in stock to parcel out foot- 
wear to retailers. But shopping will be 
difficult until raw hides return to the 


* market in quantity. 
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OIL COMPANIES RACING TO OPEN 
PROMISING FIELDS IN VENEZUELA 


Country may become second to U.S. 
in petroleum output. Politics and 
labor causing operators to worry 


Reported from CARACAS, 
NEW YORK and WASHINGTON 


Oil companies from the U. S. and 
other countries now are rushing expendi- 
tures that may total 100 million dollars 
for exploration of ,the middle Orinoco 
Valley in Venezuela. 

First results indicate that produc- 
tion from the tracts under test, added to 
the million barrels coming daily from 
older areas, will make Venezuela second 
only to the U.S. in petroleum output. 
Operators, consequently, are optimistic. 
But they are worried over the effects that 
labor unions and political radicals may 
have on the profits and security of all 
their Venezuelan holdings. 

“Exploration is concentrated in what 
is known as the Guarica area,” a staff 
correspondent of World Report says in 
a dispatch from Caracas. “This area lies 
southeast of Caracas and embraces the 
states of Gudrica and Aragua. Fifteen 
companies are sinking test wells in con- 
cessions totalling about 2% million acres. 
U.S. firms, notably the Standard Oil 
Company of New Jersey, are furnishing 
the bulk of the capital, but British and 
Dutch interests also are represented. 

“Geological reports and seismographic 

tests promise that this field will be as 
rich as the older ones around Lake 
Maracaibo, one of the world’s best. 
These indications, together with success 
attained in earlier drillings farther down 
the valley, lead oil men to expect heavy 
production from this area.” 
@ Refinery construction in Venezuela 
also is being undertaken by four of the 
large companies. Most Venezuelan oil 
heretofore has been shipped to big re- 
fineries on the neighboring Dutch §is- 
lands, Aruba and Curacao, or to the 
U.S. This practice arose principally be- 
cause the companies wanted to avoid 
unnecessary investments in Venezuela 
while the dictator, Juan Vicente Gomez, 
was in power. 

Since Gomez’ death, in 1935, refineries 
having a daily capacity of 113,000 bar- 


rels have been built in Venezuela. Now, 
as a means of obtaining repeal of a high 
income tax imposed last year by Presi- 
dent Romulo Betancourt’s Government, 
commitments have been made to com- 
plete four more refineries, with a ca- 
pacity of 139,000 barrels, by the end of 
1950. 

@ Worries of oil men center principally 
around labor. Betancourt’s liberal Accién 
Democrdatica Party controls a majority 
of the oil unions, and Communists con- 
trol a minority. 

Living costs, high ever since Vene- 
zuela became an oil country, have been 
rising. Unions in April made more than 
60 demands for higher wages and other 
benefits. The companies finally settled 
by signing a contract, running to the 
end of 1947, that increases labor costs 
30 per cent. 


Oil men now fear that new demands 
may be made during the life of the con- 
tract. They say production costs in Vene- 
zuela, already higher than in the Middle 
East, could not stand a further increase. 
@ Political concern arises from the elec- 
tion of a constituent assembly, to take 
place October 27. The Assembly will 
choose a new President and Cabinet. 

Communists, one of the four larger 
parties, are campaigning against U.S. 
“imperialism.” Americans in Venezuela 
recently asked the United States Govern- 
ment to counter Communist propaganda. 
Some Americans fear radical elements 
will get control of the Government and 
will raise taxes or even seize oil prop- 
erties. 

Actually, Communists in Venezuela 
are more vocal than powerful. They are 
expected to win a few seats in the 
Assembly. Accién Democrdatica is ex- 
pected to be the most powerful party in 
the new government. | 

Accién Democratica’s record indicates 
that seizure of oil properties is not likely. 
But there may be an increase in the oil 
taxes that already have made the Vene- 
zuelan Government one of the richest 
in the world. 
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er in South Australia; Cornwall in England; Urgei- 
riea and Barracao in Portugal; Kvarantorn in 
Sweden; and in the Soviet Union near Fergana in 
Russian Turkestan, Kirovsk in the Murmansk area, 
the Russian Caucasus, and in the Altai Mountains. 
The commercial source of thorium is monazite 
sand. Three fourths of the world’s sunnly comes 
from Travancore in India, but me ~~ite sand is 
found also in Idaho, South and : : Carolina, 
Australia, Brazil and the Malay Arch:pelago. 
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Word "Diplomacy 


(Discussion of the Palestine prob- 
lem—now a _ world problem—has 
revolved largely around British, Jew- 
ish and Arab interests, political and 
economic. Much has been written 
and said of the historic rights and 
wrongs of immigration, land tenure, 
self-government, of clashes .among 
the three peoples, all of which have 
kept Palestine in ferment. 

(Now WORLD REPORT gives you 
an analysis of a vital question which 
goes to the heart of the problem— 
Palestine’s strategic location on Brit- 
ain’s life line, at the doorstep of the 
oil fields of the Middle East, and at 
the crossroads of three continents.) 


Imperial Russia, and now Soviet Rus- 
sia, have been contending with Great 
Britain in the Middle East since the 19th 
century. Britain has maneuvered and 
fought to hold her position; Russia to 
protect her Baku oil fields, secure more 
oil, and win a warm- water outlet 
through the Persian Gulf. 

The suspicious British have believed 
that Russia has had designs on India 
and Suez; the suspicious Russians be- 
lieved that Britain was blocking the 
spread of their legitimate interests in the 
Middle East. 

Today, old questions arising anew— 
Iranian oil, control of the Dardanelles, 
Russia’s revived ambitions—merely ag- 
gravate the old rivalries. 

Britain’s imperial strategists, evalu- 
ating the military strength of Europe, 
see Soviet Russia (or a Russian-led alli- 
ance of Balkan and Slav satellites) as the 
only potential enemy capable of launch- 
ing an attack in the Middle East. 

Such an attack would of necessity pri- 
marily involve land campaigns, with air 
support. 

Russia has the world’s largest army 
(7,000,000 men under arms) and re- 
serves of several million more in Russia, 
among her satellites and in the Rus- 
sian-occupied zone in Germany. In addi- 
tion to arms and equipment left from 
World War II, the Russians have in- 
creased production of war materials in 
Russia, encouraged it in Czechoslovakia 
and are charged by the British with 
making armaments in the Russian-occu- 
pied areas of Germany. 
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PALESTINE: 


Military observers, speculating on the 
potentialities, believe the Russians are 
probably capable of successfully invad- 
ing Greece and Turkey, and eventually 
of taking the Dardanelles. 

From their present springboard posi- 
tions in the Caucasus, Russian forces 
could also advance into Iran, Iraq and 
Syria. 

The military experts do not under- 
estimate the Red Army as one of the 
greatest fighting machines in the world’s 
history. They believe, however, that 
Russia does not have now the mecha- 
nized and motorized equipment neces- 
sary, and would be unable immediately 
to overcome the tremendous problems 
of supply inherent in any attempt to 
invade Palestine across the hundreds of 
miles of hostile terrain from existing 
Russian bases. 


POSSIBLE BATTLEFIELDS 


If there should be an Anglo-Russian 
clash in the Middle East, military strate- 
gists speculate that the fighting might 
be confined to the “no man’s land” in 
Turkey, Syria, Iran and Iraq. 

Major action probably would occur in 
Turkey and the area of the Kirkuk- 
Mosul oil fields, source of most of the 
Middle East’s petroleum. Pipe lines from 
Kirkuk carry the oil to Tripoli in Leba- 
non, for the French, and to Haifa in Pal- 
estine, for the British. The United States 
obtains oil from both ports. 

Since Russia has no navy comparable 
to Britain’s, naval experts consider the 
Russians would be unable to make any 
naval moves in the Mediterranean, Red 
Sea, or Persian Gulf, or to transport 
troops and supplies by sea to the Middle 
Fast. 

Should the Russians, as a prelude, 
seize the Dardanelles, they would profit 
chiefly through the fact it would enable 
them to establish bases for air strikes 
at shipping in the Eastern Mediter- 
ranean. 

Military experts also consider Russia 
would be handicapped because of lack 
of a sizable strategic bombing force. 
They point to the relatively minor Soviet 
bombing of Germany where the great 
weight of bombs was carried by British 
and American planes. There is no evi- 
dence, it is claimed, that the Russians 





KEY TO THE 


STRATEGIC MIDDLE EAST 


have been able to build a strategic 
bombing force since the end of the war, 
or to have acquired the “know-how” of 
strategic bombing. 
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In recognition of the fact that the — 


Middle East was one of the great stra- 
tegic areas of the world, a procession of 
British Prime Ministers—from the Napo- 
leonic wars down to the present—have 
made it an axiom of British policy that: 

(1) No European power would be 
permitted to achieve a dominant influ- 
ence in that highly strategic area. 

(2) Britain would play power poli- 
tics, engage in long-range political and 
diplomatic maneuvers, and fight, if nec- 
essary, to protect and hold its life line 
from the Mediterranean to India and, 
in recent years, to ensure a continuous 
flow of oil, vital to the British Navy, 
from Iraq and Iran. 

To an England which depended, and 
still depends, on trade for its life, ex- 
ports of all kinds to the countries in the 
British sphere of influence in the Middle 
and Far East, in British ships, and 
imports of raw materials from those 
countries to be converted into more sal- 
able goods by British workmen are of 
paramount importance. 

All of these political, economic and 
military interests are interwoven at one 
place—the Suez Canal. That 100-mile 
stretch of water was and is one of the 
vital links of the Empire. 


Several times in the past, changes in. 


the delicate balance of world power 
have caused the Middle East to pass 
through transitional: periods during 
which Britain has been forced to make 
compensating shifts in its Imperial 
strategy. 

Emergence as independent nations of 
the Arab states which comprise the 
Middle East has brought that historic 
battleground to another transitional 
stage—and Britain again is shifting its 
plans. 

Now Palestine may become the key to 
Britain’s strategy in the Middle East, 
succeeding Egypt as the major British 
base for (1) protection of routes through 
the Suez Canal, the Eastern Mediter- 
ranean, the Red Sea, the Indian Ocean, 
and (2) to block any European power 
from acquiring a preponderant influ- 
ence in the Arab lands. 




















Holy Land’s Potential Value as a Military Base 
Weighs Heavily in Britain’s Defensive Plans 


Before 1914, the Ottoman Empire 
served as an effective buffer between 
European land powers and the inter- 
locking network of countries and water- 
ways of the Middle East. With the disso- 
lution of the decadent Ottoman Empire, 
the Turkish territories became Arab 
states, and Britain stepped in to become 
the mandatory or protective power of 
the Middle East. 

British policy, adhering to historic 
principles, was designed to win the 
friendship of the Arab peoples and to 
enlist them as allies or partners on the 
premise that Britain—for its political, 
economic and military security and 
peace—could not afford to let any other 
European power dominate the Middle 
East. To do so would permit erection 
of a barrier between the European, 
Asiatic and African segments of the 
British Empire and would imperil Brit- 
ain’s share of the Middle East’s reser- 
voir of oil, two fifths of the world’s 
supply, which is indispensable to the 
British military forces and to British 
industry and commerce. 

In World War II, the Kingdom of 
Egypt was the key to British strategy 
in the Middle East. British troops gar- 
risoned the country and fought the Ger- 
mans and Italians across North Africa. 
From 10 air fields, British bombers and 
fighters protected the Suez Canal, 
through which flowed Imperial man 
power and supplies. From its great base 
at Alexandria the British Navy could 
sortie into the Mediterranean, or through 
Suez into the Red Sea, Indian Ocean or 
Persian Gulf. 


THE ARABS’ ROLE 


Then came peace and a readjustment 
of political rights in the Middle East. 
Iran, Iraq, Saudi Arabia, Yemen, Syria 
and Lebanon were independent states, 
sensitive to foreign influence, and par- 
ticularly sensitive to the establishment 
of any foreign bases or garrisons on their 
territory. 

Trans-Jordan, formerly part of the 
Palestine mandate, was granted inde- 
pendence by Britain, with an eye toward 
increased friendly relations with the 
Arab states as an important motivating 
factor. 

Egypt is an independent kingdom, 


but an Anglo-Egyptian treaty providing 
for British military, naval and air bases 
on Egyptian territory or in Egyptian 
waters has been a recurring cause of 
political unrest, anti-British demonstra- 
tions and increasingly numerous in- 
stances of bloodshed. 

Egypt finally demanded revision of 
the treaty to provide restoration of full 
Egyptian sovereignty and withdrawal 
of all British military and naval forces. 
Negotiations are, for the moment, stale- 
mated over Britain’s conditions for the 
withdrawal of the forces. 

Britain, faced with the eventual loss 
of its major base for protection of Suez, 
scouted for alternate bases from which 
it could maintain its perpetual watch 
over the vital waterway. 

The Imperial Staff found the answer 
in British-mandated Palestine, with al- 
ternate bases in Cirenaica, Cyprus and 
Trans-Jordan. 

Under the British proposal for a solu- 
tion of the Palestine problem, Palestine 
would become a federated territory with 
four components: 


(1) A Jewish province. 

(2) An Arab province. 

(3) Jerusalem and environs under 
British control. 

(4) Negeb in Southern Palestine, 
where the British would establish their 
base. 


While development of Southern Pal- 
estine might solve Britain’s immediate 
strategic problems in the Middle East, 
it may, at the same time, become a 
complicating factor in the Palestine 
problem, making a solution even more 
difficult. 

While Palestine lacks many of the 
qualities of Egypt as a base, it is, never- 
theless, defensively strong against nor- 
mal attack and is less vulnerable to 
atomic bombing than more industrial- 
ized areas. 

Palestine is protected on the North 
and East by the deserts and mountains 
of Turkey, Syria, Lebanon, Iraq, Trans- 
Jordan and Saudi Arabia, and on the 


_ South and Southwest by Saudi Arabia 


and Egypt. 

From the Soviet border, for instance, 
if Russia and Britain should become in- 
volved in the Middle East, it is 1,000 


miles across Turkey and Syria to Pal- 
estine. For hundreds of years, armies 
have found movement across that barren 
stretch of land, almost totally devoid of 
transportation facilities, an almost im- 
possible task. 

Violation of Turkish territory would 
certainly bring the Turks into any war 
in that area, and, if Britain retains the 
friendship of the Arabs, an mvading 
army would also face opposition from 
Arab forces. 

Unless they were prepared to become 
puppet states, or to be absorbed by 
another nation, and lose the rich Mosul 
and Kirkuk oil fields—which provide the 
lifeblood of both countries—Iran and 
Iraq also would oppose any army ad- 
vancing across their territory against 
Palestine. 

On the West, Palestine is protected by 
the Mediterranean and the British Navy. 


HAIFA AS A BASE 


Soviet Russia for some years to come 
will lack naval and strategic air power 
successfully to challenge British control 
in those waters or seriously to threaten 
Palestine by air. Haifa on the Bay of 
Acre, Palestine’s best harbor, is not a 
first-class naval base, such as Alexandria 
with its 150 depots; $50,000,000 worth 
of naval stores; repair shops for guns, 
cars and tanks, cold-storage facilities. 
Haifa nevertheless provides a_ well- 
located harbor, adjacent to Suez, and 
can be improved. 

In 20 years, Haifa has grown from a 
small town to a city of 125,000, with 
expensive new harbor and port devel- 
opments, oil refineries, machine shops, 
cement mills, metal works, power plants 
and tanker-loading facilities at the end 
of the 600-mile pipe line from the oil 
fields of Iraq. 

From Haifa, railways, highways and 
air lines provide links with Turkey, 
Egypt and the other Arab states. 

The British fleet also could utilize 
Cyprus, 175 miles from Haifa, Malta, 
and—in the event of war—might once 
more take advantage of the naval facil- 
ities at Alexandria or Port Said, 315 and 
200 statute miles, respectively, from 
Haifa. 

Decisive aerial attacks on Palestine 
would be impossible unless the attacking 
power possessed a strong strategic air 
force and first secured air bases much 
closer than those now available to any 
potential enemy. 

Palestine may once more be destined 
to play a vital role in the historic con- 
flict between the East and the West. 
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SHORTAGE OF PAINT 
TO LAST UNTIL 1950 


Relief depends on future production 
of linseed and tung oil. Argentina’s 
price policies tie up existing stock 


A short supply of drying oils is 
aggravating a paint famine throughout 
most of the world. 

Production of linseed oil, an es- 
sential material for paint, will be smaller 
this year than it was in 1945. Tung oil, 
the second most important dryer, is be- 
ginning only now to trickle out of China, 
which formerly produced most of the 
world supply. Stocks of both materials 
are low. 

Paint manufacturers will not be able 
to satisfy the world’s requirements for 
years to come. Europe needs paint for 
the reconstruction of cities blasted in the 
war. In the U.S., great quantities of 
paint and varnish are required for finish- 
ing manufactured articles. Everywhere 
there is a backlog of repainting for up- 
keep that has been growing since 1939. 

How soon the output of paint and 

varnish will catch up with this demand 
depends largely on the future produc- 
tion of flaxseed, from which linseed oil 
is obtained. A large flax crop in 1947 
might ease the situation, but for the 
next 12 months the supply will be ex- 
tremely tight. 
@ Linseed oil is needed now to relieve 
the paint shortage, and Argentina has the 
only large supply in the world. The size 
of these stocks has not been made pub- 
lic, but with a billion pounds of oil ex- 
pected from this year’s crop of flax, 
Argentine stocks probably represent an 
important part of the world supply dur- 
ing the next 12 months. 

Sales negotiations have been delayed 
by the Argentine Government's _tend- 
ency to bargain for high prices, and by 
political friction between Argentina and 
some of the Allied nations. An inter- 
national mission, however, now has suc- 
ceeded in making arrangements for the 
purchase of about 250 million pounds 
of linseed oil to be allocated by the 
International Food Council. This quan- 
tity is a little more than one third of the 
total consumption of the U.S. for 1945, 
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and it is to be divided among at least 
five nations. 

In the United States this year’s supply 
of linseed oil will be nearly 20 per cent 
below that of 1945. Yield from the cur- 
rent crop of domestic flaxseed is esti- 
mated at 375 million pounds, the U.S. 
share of the purchase from Argentina is 
expected to be about 60 million pounds, 
and small quantities probably will be 
bought from Uruguay and Canada. The 
prospective supply of 525 million pounds 
compares with a consumption of 675 
million pounds last year. 

A price ceiling of 16 cents a pound 
for oil is delaying the movement of the 
1946 crop, as the ciushers insist that it 
forces them to operate at a loss. The 
U.S. Government may have to lift the 
ceiling in order to let in the oil purchased 
from Argentina, which is to cost about 
27 cents a pound at Argentine ports. 

Sales of the paint and varnish industry 


eit 





—Three Lions 
FLAXSEED IN ARGENTINA 


World’s only large supply 


> 


in the U. S. are rising steadily in spite of 
the shrinking supply of drying oils. In 
the second quarter of 1946, paint was 
being sold at the rate of 938 million 
dollars annually. Manufacturers expect 
to do a billion-dollar business in 1947 
and believe they could have done it this 
year had materials been available. 

Stocks of linseed oil, however, were 
down to 115 million pounds on June 30, 
a decrease of more than 20 per cent from 
the figure for a year previous. Unless the 
supply increases, the present output of 
paint and varnish cannot be maintained. 

Great Britain is getting most of the 
linseed oil from India, where, before 
1940, about 10 per cent of the world 
supply was produced. 

Russia formerly raised about one fifth 

of the world’s flax and now has access 
to additional supplies from Lithuania, 
Poland and Romania, which were fairly 
heavy producers. Production probably 
was limited during the war, as the 
U.S.S.R. received the better part of 
300 million pounds of linseed oil from 
the U.S. in 1944, and a smaller quan- 
tity in 1943. Reports that the Russians 
used the oil for food products have not 
been confirmed. Attempts to process lin- 
seed oil for eating purposes have been 
made in the U.S., but were not suc- 
cessful. 
@ Tung oil is not a substitute for linseed 
oil but is used for special purposes in 
the manufacture of paints and varnishes. 
Revival of production would help ease 
the shortage of linseed oil, however, by 
making available a larger quantity of 
high-grade products. 

China shipped about 80 _ million 
pounds of tung oil annually to the U. S. 
until 1941, when the industry was killed 
off by the war. The trade was revived 
with the shipment of about 50 million 
pounds during the first six months of 
this year, most of which came from old 
stocks. Efforts to revive Chinese produc- 
tion are handicapped by inflation, but 
it is believed that large stores have 
been hoarded in China for the past five 
years and gradually will appear in the 
market. 

@ Other drying oils such as dehydrated 
castor oil, soy bean oil, fish oil, perilla 
and oiticica are available to the paint 
industry in such small quantities that 
they cannot be used effectively to offset 
the great shortage of linseed oil. 

@ Probabilities are that the shortage of 
paint will remain acute through 1947. 
Thereafter, an increase in the production 
of flax both in Europe and America 
should improve the supply. But it is 
unlikely that the world will have all the 
paint it wants before 1950. 
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Japan's postwar economy now comes into clearer focus...-. 
After removal of plants earmarked for reparations, this much will 
| remain, as compared with prewar: : 

Half of Japan's steel-making and machine-tool capacity, half of 
her steam plants for generating electric power; 

One third of her pig-iron capacity; 

One fifth of the caustic soda industry; 

One tenth of her shipbuilding and sulphuric acid industries. 

The Japanese regard the reduction in sulphuric acid as most 
severe since this directly affects output of fertilizer and of artifi- 
cial fibers, both considered highly important to the national existence. 

Generally, removal of plants will bring Japanese industry to 1933 
levels. Dismantling of earmarked plants will take some time. But even 
now industrial production is only about 28 per cent of 1931-33 
levels, due mainly to shortages of raw materials. 

Intention is to leave Japan with enough plants to enable her to 
balance her external trade at a modest level. The Japanese can be 
expected to rely on textile exports even more than before the war. 





























Oriental market for cheap textiles is huge and open to the first 
comer. Only food is more important to the Oriental than cloth. 

India and Brazil have banned textile exports temporarily. 

China's cotton mills are hampered by her internal troubles. 

Textile firms in the U.5S., using high-priced cotton and 
expensive labor, usually are not serious factors in the Orient. 

British firms are not yet exporting at normal levels. 

The French are concentrating on recapturing colonial markets. 

Japan, then, given half a chance, could leap into the breach 
Hy rather quickly. But American textilists soon will object more strongly 
to shipping American cotton abroad to be spun and woven by potential 
competitors, such as Japan, Czechoslovakia and Italy. 




















Turning to the field of finance, international control over 
currency rates is finally to get under way..... 

The International Monetary Fund now will start its first job: 
setting up exchange rates for world currencies in terms of gold. 

Each member country is to communicate a rate for its currency. 








(over) 
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This rate must be submitted within 30 days of the Fund's call. The 
Fund and the individual country then have another 60 days within . 
which to reach mutual agreement on the rate. : 

_ Actually, this communicated rate will simply be the exchange rate 
in effect on Oct. 27, 1945. Countries such as France and Canada, which 
have changed their rates since, will submit their October 27 rate, 
then register an objection, substituting their new rate. 

Due to price inflation in the U.S., member countries may want to 
delay making decisions on exchange rates until the last minute. This 
is true particularly of Canada and others buying heavily in the U.S. 

50, exchange rates will not be settled until December. Even 
then,.some of the thornier problems, such as what rates to set for 
China, Greece and Yugoslavia, will still be hanging fire. 




















































Bid to Russia to send observers to the governors’ meeting of the 
Monetary Fund and the World Bank on September 27 looks like the last 
attempt by the U.S. openly to gain Russian support in this field. 

Russia has until the year's end to join the two financial bodies. 


Copenhagen conference of the Food and Agriculture Organization 
is really considering an International New Deal in Food. 

It's the "Freedom from Want" theme again, the need to feed the 
undernourished two thirds of the world. 

Guiding spirit is Sir John Orr, Director-General of the agency. 
Orr has strong backing from Henry Wallace and his group. 

Orr wants to set up a World Food Board to stimulate growing of 
food surpluses and to improve nutritional levels in underfed countries 
through handouts of these surplusés. 

Huge sums would be needed. It costs billions to feed billions. 

Significant point is that the Orr-Wallace group wants to change 
FAO from an advisory to an operating body. 

This would mean that a small group of men would determine when to 
buy world foods, when to sell, when to store, when to distribute. 

Tighter controls could hardly be imagined. 

It would be the old AAA on a world scale. 























Officially, the U.S. is supposed to sidetrack the Orr proposal 
politely through suggesting that it be given further study. 

Actually, this may not happen. Here's the reason: 

U.S. delegation at Copenhagen is not cohesive, never met together 
before going to Denmark. In the party are representatives of U.5. 
farm organizations and certain officials of the U.S. Department of 
Agriculture who favor the Orr Plan, as well as State Department 
officials who oppose it. The unexpected could happen with this setup. 

But Britain and other countries, which do not carry on commercial 
farming on a big scale, probably will vote Orr down, principally be- 
cause of the potential cost of the scheme. 























CUSTOMS UNION FOR FREER TRADE 
IS PLANNED IN WESTERN EUROPE 


By merger, the Netherlands, Belgium 
and Luxembourg hope to become third 


greatest power in world commerce 


Reported from BRUSSELS 
and WASHINGTON 


An economic union now taking 
shape among the Netherlands, Belgium 
and Luxembourg may replace prewar 
Germany as the third greatest power in 
world trade. 

The merging of the three coun- 


_ tries, if achieved, is expected to point 


the way to freer trade and similar inte- 
gration in other areas. Customs unions 
are being planned or discussed in vari- 
ous parts of Europe and Latin America. 

A customs union has two character- 
istics: Tariffs between the member 
countries are eliminated, and a tariff 
system is adopted within the union for 
trade with other countries. The Low 
Countries and Luxembourg are to take 
both these steps and then try to achieve 
complete economic union Serious ob- 
stacles are to prolong the job at least 
a year, however. 


Lowlands-Luxembourg uniou is_ to 
proceed by stages. The first stage is to 
begin November 1, when the member 
countries plan to adopt identical tariffs 
in their trade with other countries. The 
change is expected to result in somewhat 


_lower customs duties on U. S. goods. 


Second stage is to begin Nov. 1, 1947, 
when the three states are to level the tariff 
walls among them, creating a real customs 
union. The task is made somewhat simpler 
by the fact that Belgium and Luxembourg 
already have been joined in a customs 
union since 1922. 

The third stage, full economic union, 
is to begin not later than 1948. When that 
stage is reached, the three nations will 
become one nation, economically. 

Months of planning must precede each 
stage. An elaborate organization of ex- 
perts is hard at work. A joint secretariat 


is working in Brussels. The delicate and 
complex task of meshing the economic 
gears of three nations is the responsibility 
of three joint councils: 

Customs Council is mapping a plan 
for a uniform system of tariffs that the 
proposed union will use in its trade with 
other countries. The Customs Council 
also is to develop a plan for elimination 
of all duties on trade between the Nether- 
lands and Belgium-Luxembourg. 

World Trade Council is planning how 
the three countries are to renegotiate 
jointly their trade .zreements with other 
countries so that all members of the union 
will have the same commitments in inter- 
national trade. 

This Council plans to negotiate new 
trade treaties at the International Confer- 
ence on Trade and Employment, to be 
held next spring in London. High on the 
list for renegotiation are the reciprocal 
trade treaties that the Netherlands and 
Belgium-Luxembourg have with the U. S. 
These have a direct bearing on a large 
share of U. S. trade abroad. The U. S. and 
the Low Countries did 250 million dollars 
worth of business yearly before the war. 

Economic Union Council has _ the 
toughest problem of all and the most far. 


Copyright, 1946, by World Report 





North Sea 


England 


English 
Channel 








Projected Economic Union 


/ 


France 









ga- @ 


bene SE 
Denmark 








Germany 


pbourg 








SEPTEMBER 10, 1946 ¢ 31 














acne the news in every is- 
sue of World Report is gathered 
from the four corners of the 
earth, a subscription makes an 
ideal gift for your friends, rela- 
tives and business associates who 
are abroad. What more practical 
way of letting them know you 
are thinking of them? Gift sub- 
scription rates: $4 for the first 
subscription, $3 for each addi- 
tional—in U.S., its possessions 
and Central and South America. 
Add $1 extra postage for each 
subscription to Canada and other 


countries. Mail your order to 


WORLD REPORT 


24th & N Sts., N.W., Washington 7, D.C. 

















L 


poco cccc 


How mdny of your 
JUNIOR EXECUTIVES 
Speak SPANISH? 


Your company can derive great advan- 
tage in possessing one or several junior 
executives trained to speak Spanish, 
Russian, French or Portuguese quickly, 
easily and correctly by the world-famous 


LINGUAPHONE 
Conversational METHOD 


At home or at the office after hours, one 
or a group can také a complete Lingua- 
phone course in any one of 29 world- 
languages and make progress in an 
amazingly short time. 

In business, professions and War Serv- 
ices the unique Linguaphone Conversa- 
tional Method has enabled more than 
one million men and women to speak 
foreign languages. 


* Send for FREE Book »* 
INGUAPHONE 
82 RCA Building * New York 20, N.Y. 
LINGUAPHONE INSTITUTE 


82 RCA Bidg., New York 20, N.Y. 
Without cost or obligation d me the 
; art 








Linguaphone Book. bt 
1¢ 
Name ab writs 
a ee 
Address. as” 
City Language interested 








32 ¢« WORLD REPORT 





INSTITUTE 





reaching: How to weld the Netherlands 
and Belgium, with their rich overseas 
empires, and Luxembourg into an eco- 
nomic entity. 

The Council is divided into six com- 
mittees that are now working up a de- 
tailed plan for splicing the economies of 
the three countries at every level: agri- 
culture, food supply and fishing; indus- 
trial development; prices, wages and 
monetary problems; transportation and 
harbor problems; overseas areas; con- 
cessions and licenses. 

Most immediate economic effect of 

such a union will be an increase in trade 
within the Lowlands-Luxembourg area. 
The countries involved urgently need 
such an increase to help offset the loss of 
trade with Germany. 
@ Strategic result of great consequence 
for the world will be the establishment 
of a firm bloc of 17 million people with 
great industrial and agricultural capacity 
in Western Europe. This will be a force 
to be reckoned with in world affairs. 

The political effect of the economic 
union lies further in the future. Tradition- 
ally, economic union has been a prelude 
to political federation. Classic example 
was the customs union of Prussia, Hessen- 
Cassel, Hessen-Darmstadt, Bavaria and 
Wiirttemberg in 1833, which paved the 
way for the establishment of the German 
state of modern times. 

Political federation of the Netherlands, 

Belgium and Luxembourg is not consid- 
ered likely in the near future. It is doubt- 
ful whether many people in those coun- 
tries want such a federation. Economic 
union, however, would be a historic step 
in that direction. 
@ Obstacles to the economic union are 
big and complex. Some of the knottiest 
problems have hardly been touched yet 
by the joint planners. 

The overseas possessions of the Neth- 
erlands and Belgium, which account for 
a large share of the mother countries’ im- 
portance in world trade, cannot be fitted 
into the new scheme until some agree- 
ment is reached with the natives who 
now control most of the Netherlands East 
Indies. 

Religious differences of long standing 
put a brake. on close collaboration. Bel- 
gium is Catholic. Holland is predomi- 
nantly Protestant. 

Although the industries of the two 
countries are largely complementary, 
their agriculture is not. Farmers of both 
countries fear the effects of unrestricted 
trade in farm commodities. 

Extensive war damage is causing the 
Netherlands to lag behind Belgium in 
reconstruction. Holland may find it hard 
for some time to come to hold up her 
end of the bargain. 

Active opposition to the Lowlands- 
Luxembourg union may come from 
France, who would prefer to see close 
economic collaboration between herself 
and the Low Countries. 


@ Austria-Italy. Possibility of a customs 
union between Austria and Italy is being 
discussed again, but little can be done 
until the Allies agree among themselves 
what the fate of the two countries is to be. 

Influential officials in the Austrian Gov- 
ernment favor such a union. The Vienna 
Chamber of Commerce has publicly in- 
dorsed the idea. The Chamber argued 
that the economies of Austria and Italy 
are complementary and that a customs 
union would provide Austria with outlets 
to the sea through Italian ports. 

Britain is supporting the idea, believing 

that it would bring Austria into the orbit 
of the Western powers by tying her 
more closely to Italy. Russia is violently 
opposed. Russia wants Austria to look to 
the East, not to the South. 
@ In Latin America the experiment of 
the Netherlands, Belgium and Luxem- 
bourg is being watched closely by many 
countries interested in the same idea. 

Southern customs union of Argentina 
and Chile has been the subject of plan- 
ning and international discussion by 
South American statesmen for 40 years. 

Argentina and Chile affirmed their 
desire to form a customs union in a 
trade treaty in 1933. Their plan called 
for eventual extension of the customs 
union to include other countries in 
South America. But the project was 
allowed to languish. 

A fresh impulse was given the customs 
union movement in South America by the 
Argentine economist, Dr. Alejandro E. 
Bunge, in his book, “A New Argentina,” 
published in 1940. Bunge envisaged a 
union of Argentina, Chile, Bolivia, Uru- 
guay and Paraguay, with an area larger 
than the U. S. and Europe combined and 
a population of 70 million. 

Fear of infringement of their soveréign- 
ties causes Argentina’s neighbors to drag 
their feet whenever a new effort is made 
to set up a customs union. Argentina and 
Chile agreed in August 1943 to establish 
a joint committee to plan a customs union 
between the two countries, but the com- 
mittee has made little progress. A similar 
agreement between Argentina and Para- 
guay, signed in December 1948 has had 
even less success. 

Gran Colombia. A customs union of 
Venezuela, Colombia and Ecuador is be- 
ing discussed by special commissions of 
the three governments. Strong sentimen- 
tal and historical ties unite the three 
countries, and some people still cherish 
Simon Bolivar’s dream of a “Gran Co- 
lombia,” embracing the three northern- 
most countries of South America. 

Significance of such a customs union 
would be more political than economic. 
They have little trade with one another. 
@ Focus of customs unionism now is 
on the Netherlands, Belgium and Luxem- 
bourg. If these countries find a way to 
merge their economies successfully, the 
idea is likely to gain strength in other 
parts of the world. 
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= CHIEF of Britain’s social planning 
is a cockney who rose from store 
clerk to Deputy Prime Minister in three 
decades. Everybody in England from 
newsboy to King refers to Herbert S. 
Morrison by his first name. No one ever 
asks “’“Erbert who?” but during the war 
he was nicknamed “Quintuplets” because 
he did the work of five. 

At 58, this stocky Laborite is the most 
powerful man on Britain's home front. 
He is the quarterback of the British 
Cabinet. As Laber Party leader in Com- 
mons, he calls the signals on all legisla- 
tion, including the nationalization of in- 
dustry. As Lord President of the Privy 
Council, he co-ordinates all ministries 


concerned with domestic affairs. He is to 


be the man at the top of Britain’s eco- 
nomic “high command.” 

A small man, Morrison is full of 
bounce. Friends say they can feel his 
vitality as soon as he enters a room. 
He dresses conservatively in baggy 
tweeds, but wears flashy neckties. At his 
desk, he works with coat off, sleeve gar- 
ters exposed, tie unknotted and red hair 
standing up in a tuft. 

@ In debate, repartee is Morrison’s forte. 

When a country heckler, thinking to show 
up this “fly cockney” from London, once 
asked: “How many ribs has a pig got?” 
Morrison replied: “I have no idea, but if 
you will come up here, I'll count.” 

A ward politician by training, Morrison 
for three decades has preached that “So- 
cialism must come out of the clouds and 
become more concrete.” Now he has his 
chance to show what he means. He be- 
lieves Government can own part of the 
economy, manage the rest of it, maintain 
full employment and yet preserve indi- 
vidual freedom. “Enterprise does not have 
to be private to be enterprise,” he says. 

During the war, the London-born poli- 
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BORN: Jan. 3, 1888, in London. 
EDUCATION: Attended Govern- 
ment’s free schools in London 
until 14. 


OCCUPATION: Errand boy, store 
clerk, telephone operator, politician. 
POLITICAL CAREER: Mayor, 
South Hackney, 1920; Member, 
London County Council, 1921 
1940, Chairman, 1934-40; Minister 
of Transport, 1929-31; Home Min- 
ister, 1940-1945; now Deputy 
Prime Minister. 
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tician became noted for slicing through 
red tape. Today his slogan is “Decision, 
Direction, Drive.” A sturdy defender of 
party discipline, he sometimes is accused 
of dictatorial methods. He enjoys power 
and does not hesitate to admit it. 

“I became a member of the governing 

class when I was 32 and have been at it 
ever since, he says with a cockney’s 
savor for irony. “Maybe I wasn’t born to 
rule, but I've got used to it.” 
@ Youth. The son of a housemaid and 
a London policeman, Morrison lost his 
right eye in a nursery accident when he 
was three days old. He was the youngest 
of seven children and a poor pupil at 
school. He quit at 14 and went to work as 
an errand boy in a grocery store, a shop 
clerk and then as a telephone operator in 
a brewery. 

Young Herbert was an avid reader—of 
penny dreadfuls. He was turned toward 
more serious studies by a sidewalk phren- 
ologist who fingered his scalp for six- 
pence and told him he had too good a 
head for such trash. Street-corner radi- 
cals interested him in Socialist authors 
and he soon became a soapbox orator him- 
self. 

This outraged Morrison's policeman 
father, a confirmed Tory. When the con- 
stable found a postcard addressing his 
son as “Dear Comrade,” he exploded. 
Herbert ended the argument by leaving 
home. Already a member of the Labor 
Party and the National Union of Clerks, 
he got a job on the circulation staff of a 
Labor paper. 

In 1915, at 27, Morrison was made sec- 


MORRISON: Everyone Knows ’Erbert 


retary ot the London Labor Party at $5 
a week. He kept this post until 1940 when 
he entered the Churchill Cabinet. 

@ City politics. In his quarter century 
as party boss in London, Morrison built 
the country’s most powerful political or- 
ganization. When he started, Labor had 
one representative on the London County 
Council, the capital’s governing body. It 
took Morrison six years to get elected. 
But, by 1934, he had won control of 
London's government, though the rest of 
the country was strongly Conservative. 

Morrison's first move in 1934 was typi- 
cal of his six years as chairman of the 
London Council, a job like that of 
“mayor of a U.S. city. Ancient Waterloo 
Bridge built in 1811, had been closed as 
unsafe. For a decade, plans to replace it 
had been thwarted by peppery colonels 
who wrote letters of protest to the 
Times, while traffic piled up in the 
Strand. Parliament again and again re- 
jected appeals for a new span. 

Two months after Morrison’s election 
as Council Chairman, London woke up 
one morning to find the battle over. Work- 
men were tearing down the bridge. After 
it was demolished, Morrison asked Parlia- 
ment for money for a new one and got it. 

The bespectacled Laborite tore down 

slums, halted the growth of ugly suburbs 
with a greenbelt of trees, and built a 
swimming pool in Brockwell, the poor 
mans “Hyde Park,” where he had 
mounted his first soap box. When war 
came, he slept on a camp cot in his 
office and organized the evacuation of 
750,000 children. 
@ National politics felt his influence as 
well. Morrison became a member of the 
Labor Partys national executive com- 
mittee in 1922 and chairman in 1928. 
He served in Parliament in 1923, was 
Minister of Transport from 1929 to 1931 
and has been in the House of Commons 
continuously since 1935. But, until the 
war, he spent more time in the buildings 
of the London County Council than at 
Westminster. 

Winston Churchill made Morrison 
Home Secretary and Minister of Home 
Security in 1940. Air-raid defense and 
fifth-column control were his main war 
functions. Morrison said his qualifications 
as Britain’s No. 1 policeman and fireman 
were two: He was a constable’s son and 
had been born next door to a fire station. 

His first move was to arm London's 
bobbies. “Victory depends on keeping 
the people in the shelters happy,” he 
declared as he took command of a quar- 
ter million ARP workers. Within three 
weeks, he ordered 1,750,000 bunks for 
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.in.WVase basements to the 
public and sta ied extending subway 
tunnels. 

@ As Deputy Prime Minister today, 
Morrison’s energy makes itself felt in 
almost every sphere of Government. He 
heads five powerful Cabinet committees: 
Economic Planning, Food, Health, In- 
formation and Scientific Research, in- 
cluding atomic energy. “I work quickly 
and take my troubles one by one,” he 
says. 

Nevertheless, his working day, which 
begins at 9:30 a.m., rarely ends before 
2 a.m. His slender wife complains that 
she sees him only at meetings. The genial 
politician gets occasional relaxation by 
dancing enthusiastically, if not grace- 
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fully, at Labo: Party social functions. 

Social injust:ce arouses Morrison to 
cold anger, but he does not accept ortho- 
dox Marxism and is a bitter critic of the 
Communists. He is a right-winger in the 
Labor Party. A close friend recently ex- 
plained his point of view as follows: 

“The British peopie are fundamentally 
conservative. They don't believe in revo- 
lutions: revolutions are untidy. They are 
ready for a great change now. They are 
ready for a great adventure. But in a 
conservative way. Changes must be tidy. 
They must work. And they must be ex- 
plained in respectable terms.” 

This distillation of 30 years’ political 
experience is Morrison’s guide as he re- 
shapes Britain in a Socialist mold. 


INONU: Guardian of the Straits 


outside Russia whose advice I respect 
is Indnii.” 

Stalin is not likely to repeat the remark 
today, but it is still important as a key to 
the caliber of Ismet Inénii (pronounced 
Ee-nuh-noo), President of Turkey, and 
more than any other man the guardian of 
the Straits waterway separating Europe 
and Asia. 

At 62, Indnii can look back on a career 
as soldier and statesman that would en- 
title most Turks to retire, spending their 
remaining years in contemplative puffing 
at a water pipe. Turkey's President, how- 
ever, has little time these days to smoke 
his nargileh. Retirement is many crises 
ahead. Turkey, he believes, is threatened 
again and needs him at its helm. 

The threat to Turkey is Russia's de- 
mand for a share of military control of the 
Straits—the Dardanelles, the Sea of Mar- 
mora and the Bosporus—200 miles of 
deepwater passage linking the Black Sea 
to the Aegean and flowing past Turkey’s 
chief city, Istanbul. 

Russia wants revisions in the Montreux 
Convention, which governs shipping in 
the Straits, and wants to negotiate for 
them directly with Turkey, with Romania 
and Bulgaria as the only outside countries 
taking part. Turkey, supported by the 
U.S. and Great Britain, agrees to rene- 
gotiate the Montreux Convention, but 
only within the framework of the United 
Nations. Turkey refuses to consider grant- 
ing Russia military bases on Turkish soil. 

Whether Turkey has to defend these 
principles at the conference table or on 
the battlefield, her success will depend 
largely on the guiding hand of President 
Inonu. 

@ Soldier. Inénii won his right to a lead- 
ing role in building modern Turkey by 
exploits on the field of battle. In fact, his 
name itself signifies his outstanding mili- 
tary victory. 

Born at Izmir (Smyrna), the son of an 
Army judge, Inénii is a product of mili- 
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Jooce STALIN once said: “The only man 





—World Report 


PRESIDENT OF TURKEY 
He has Stalin’s respect 


tary schooling: Military High School, Ar- 
tillery School, War College and Army 
Staff College. He graduated from the lat- 
ter two years behind Ataturk, the founder 
of modern Turkey. In6énii saw active serv- 
ice in Yemen, then was military adviser to 
Turkey’s delegation in the negotiations 
with Bulgaria following the First Balkan 
War. During World War I he fought the 
British in Palestine and later was chief 
of staff to Ataturk in fighting the Russians 
on the Eastern Front. When the national 
movement began, he joined forces with 
Ataturk and once again was chief of staff 
to Ataturk when Greece invaded Turkey. 
His twin victories over Greek invaders at 
the village of Inénii are perpetuated in 
the surname bestowed on him in 1934 
when all Turks had to modernize their 
names. 

@ Statesman. Once the Greek invaders 
were expelled, Ataturk could get on with 
his revolution in Turkey. Inénii became 


the first Prime Minister of Republican” 
Turkey, serving, with only brief interrup- ” 
tions, from 1923 to 1937, a year before = 
Ataturk’s death. q 

Indnii's services to his chief as a states- — 
man, though less dramatic than his mili- © 
tary deeds, were probably of more pro- 7 
found importance for the country. Inénii © 
showed himself the equal of Europe’s best ~ 
diplomats when he negotiated the 1923 ~ 
Treaty of Lausanne which established — 
Turkey once again as a power in Europe, 
overcoming the stigma of alliance to de- 
feated Germany. Inénii also guided Tur- | 
key’s representatives at Lausanne when 
the Montreux Convention was negotiated, ~ 
recognizing Turkish control of the Straits. 
Ataturk was the dynamic dramatizer of * 
the new Turkey, but Inénii was the hard- 
working executor of his master’s plans, 
the balance wheel of Turkey’s revolution. 
@ President. Inénii was elected Presi- 
dent of Turkey in 1938, the day after © 
Ataturk’s death. Rumors of quarrels be- — 


tween the two men have long since died 


of undernourishment. 

Under In@6nii, the Turkish revolution 
has slowed down. Ataturk initiated star- 
tling changes. It was left to Inénii to con- 
solidate them. International affairs have 
consumed most of his energies. Inénii is 
proud of his treaties with Britain, France 
and Russia, and of his handling of Ger- 
many so that Turkey kept out of World 
War II until a few months before its end. 
At home, he can point to the fact that 
last month he permitted Turkey’s first 
general election in which an opposition 
party gained more than 50 seats in the 
National Assembly. The election was cal- 
culated to show outsiders, and Turks 
themselves, that the country is united 
enough to afford an opposition party. 

Deafness is one of Inénii’s best diplo- 
matic weapons. At the Lausanne Confer- 
ence, the British delegate, Lord Curzon, 
found this out to his chagrin. On one oc- 
casion, Curzon composed a long list of 
British demands, practiced reading them 
aloud clearly in French. Then he strode 
to Inénii’s suite. At the end of an hour of 
tedious reading by Curzon, Inénii cupped 
his ear and said: “Pardon me, I am very 
deaf. Would you mind reading that 
again?” Curzon quit the Conference in a 
rage. When negotiations were resumed, 
Turkey received much better terms. 

As a man, In@Gnii is the opposite of 
Ataturk. He drinks moderately, prefers to 
spend his leisure with his wife and three 
children, is a devout Moslem. He enjoys 
bridge and billiards, likes to work out 
chess problems and listen to symphony 
concerts. He lives in a pink stucco villa 
atop Chankaya Hill, overlooking Ankara. 

A kindly, affable manner—like some- 
body’s grandfather—screens one of Eu- 
rope’s most incisive minds. Stalin, who 
already knows the measure of Ismet 
Inénii, will have further opportunity in 
the weeks to come to hear the unsolicited 
advice of Turkey’s soldier-statesman. 
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O thousands of Jews fleeing Europe for Palestine in an effort to escape 

persecution, the Holy Land represents a haven and the hope of a brighter 
life. At present, none of these refugees, including those shown here huddled 
on the deck of their escape ship, is being permitted to enter. They are being 
deported by the shipload to temporary internment camps on the Island 
of Cyprus in the Eastern Mediterranean, while the British Government, 
which rules Palestine under a mandate of the League of Nations, negotiates 
to decide their future and the future of the land of their dreams. 

If these refugees could enter Palestine, they would see a country of 
sharp contrasts, where the ancient and the modern exist side by side. The 
modern, contributed largely by the 600,000 Jews in the population, is 
represented by potash, tobacco, clothing, furniture, printing, construction, 
diamond, drug, industrial machinery and food-processing industries and 
the latest in architectural designing in the cities. The ancient, provided 
largely by the 1,100,000 Arabs, is evident in small subsistence farms, 
mud and thatch huts, and such handicraft industries as home weaving and 


‘leather work. 


The Holy Land, with an area of 10,429 square miles, is about the size 
of the State of Maryland. This is the way the people live, learn, worship 
and work in the turbulent Palestine of today. 

















ie i ae x neies 
—Black Star —Black Star 


RELIGION is important to both Arabs and Jews. Mos- THE WAILING WALL, near the Temple of Omar, is 
lem Arabs, such as this one, worship five times a day. a gathering place for Jews. Here they talk and pray. 


ae 


om ype Star wine Star 
ARAB BOYS get free education, but it is not compulsory. JEWISH CHILDREN also get a free education. They 
The Beersheba Government School (above) has 300 pupils. must learn three languages, Hebrew, Arabic and English. 


—Press Association —Triangle 


ARAB FARMING METHODS generally are more primi- CITRICULTURE is a specialty of Jewish farmers. The 
tive than the Jewish. Here an Arab sprays an orange tree. orange factory above employs a conveyor belt in sorting. 
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JEWISH INDUSTRY manufactures for export as well as ported an estimated 103,121 tons in 1943, more than double 
for domestic consumption. Potash plants, for example, ex- the 1938 figure. This evaporation plant is on the Dead Sea. 


—Black Star 


—Black Star —European 
HOME INDUSTRY is favored by the Arabs. This an- FACTORY METHODS are preferred by the Jews. A 
cient spinning wheel is used to make goats’ yarn for tents. worker in a Jewish co-operative tends a loom making cloth. 
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—International —Black Star 
IN OLD JERUSALEM, where holy relics of the Moslem, Jewish and HAIFA, the principal port of Palestine, 
Christian religions are kept, native wares are sold in the narrow streets. ' has one of the most modern harbors in 
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—International —Triangle 


IN NEW JERUSALEM, center of the capital’s business activity, all signs TEL AVIV, 67 miles south of Haifa, is 
are in three languages—Hebrew, Arabic and English. This is Zion Square. an all-Jewish city and the most modern 
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the Mediterranean. About 55 per cent of the population date housing. The British move oil from Iraq to Haifa by 
of 125,000 are Jews, who are responsible for the up-to- pipe line and have been refining it there since 1940, 


in Palestine. The buildings shown here are characteristic is situated in the heart of the citrus belt and is a 
of the city’s architecture. Tel Aviv, population 170,000, market for the farm produce of the surrounding areas. 
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Life Around the World 


Bored Mikado putters around the Palace 


while his future role is 


TOKYO 

HE MIKADO, waiting in the wings for 

his cue, is having a dull time these 

days as General of the Army Douglas 

MacArthur, the Yankee shogun, runs the 
show in Japan. 

While the democratically elected Diet 

is deciding what role he shall play in 





ee 


democratic Japan of the future, Emperor 
Hirohito spends his days puttering about 
the Imperial Palace grounds and his of- 
fice, just putting in his eight hours. 

Hirohito is a meek-looking little man 
with a wispy mustache, a pot belly, 
rounded shoulders and a nervous twitch. 
Without all the Imperial trappings and 
the pomp, he’s the twin of a million other 
Japanese husbands and fathers, looking 
self-conscious in Western clothes. 

Except for an occasional tour around 
the countryside to rub elbows with the 
masses, Hirohito is a virtual prisoner be- 
hind the forbidding stone walls and the 
broad moat surrounding the Imperial 
Palace grounds. The Palace is in the heart 
of Tokyo, and, during these hot summer 
days Japanese children swim in the cool 
waters of the moat. A year ago that 
would have been sacrilege; today, it’s 
merely a juvenile display of democracy. 

Behind the Palace walls, Hirohito lives 
in an eight-room house that once was the 
Imperial Archives. The Emperor and 
Empress had to go house hunting when 
the main Palace was destroyed by Ameri- 
can fire bombs. They moved into the 
smaller Archives Building and now live 
in comparatively modest circumstances. 

The house has a large drawing room, 
the Emperor's living room, the Empress’ 
living room, a dining room, a bed room, 
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and a special “parlor,” where the Im- 
perial couple entertain their family every 
Sunday. 

The Emperor and Empress have four 
daughters and two sons. The eldest 
daughter is married and lives a short dis- 
tance from Tokyo. The three unmarried 
daughters—Princess Taka, 17; Princess 
Yori, 15; and Princess Suga, 8—occupy 
private quarters in the Palace grounds 
and attend the Peer’s School. 

Crown Prince Akihito, who is 13, has 
private quarters near the Peer’s School 
and his own servants. His brother Prince 
Yoshi, 11, who attends primary school, 
also has his own private quarters. 

On Sunday, the Imperial family gath- 
ers in the improvised Palace. That’s the 
high point in the Emperor’s week. The 
rest of the week is one dull day after 
another, and it’s getting a little monoto- 
nous. 

Hirohito is an early bird, up at 6 
o clock every morning for an hour’s stroll 
through the Palace grounds before break- 
fast. He breakfasts with the Empress on 
oatmeal, toast, ham and eggs, and tea. 
Sometimes it’s been a little difficult to 
get the ham and the eggs. 

The Emperor, who neither smokes nor 
drinks, prefers Western-style clothing to 
the traditional Japanese kimonos. 

After breakfast, Hirohito is off to the 
office in the Imperial Household Min- 
istry, a few hundred yards from the 
Palace. In the old days, the Emperor was 
the center of official activity. Politicians 
and bureaucrats were trying continually 
to get his ear through the handful of 
advisers who surrounded him. These ad- 
visers were members of the Privy Coun- 
cil who played powerful, and often sinis- 
ter, roles in Japanese politics. 

In the new Japan, however, the Em- 
peror is little more than a symbol who 
goes through the motions of being a mon- 
arch. He spends the morning shuffling 
through the newspapers, including the 
G.I.’s Stars and Stripes. Like many Japa- 
nese, Hirohito can read English but can’t 
speak it. 

Some mornings, Hirohito grants an 
audience to Premier Yoshida, who pre- 
sents matters of state. But nowadays that 
is just a formality, part of the show to 
keep alive the Imperial tradition, if not 
the Imperial powers. 








At noon, the Emperor returns to the 
Palace to have lunch with the Empress, 
They sit, with legs crossed beneath them, 
on a tatami—the straw matting that covers 
the floor of all orthodox Japanese homes, 
They eat from a low table, consuming. 
Western food one day and Japanese food 
the next. Lunch usually consists of bread, 
meat, fish, rice and black tea, but now 
and then the royal menu includes a duck 
or a chicken. 

After lunch, Hirohito goes back to 
his office. Sometimes he takes a nap in 
one of the three rooms that comprise 
the ““business suite” adjoining his of- 
fice. He spends the afternoon going 
through official papers, talking to Court 
officials and listening to experts on vari- 
ous subjects. 

Lately, the Emperor has been spend- 
ing considerable time with repatriated 
diplomats to hear about the foreign lands 
where they spent the war. He listens with 
the curiosity of a small boy who has trav- 
eled no further than the end of the 
streetcar line but dreams of wandering in 
distant lands. 

Hirohito leaves the office about 3:30 
o'clock for home. There he reads quietly 
in a small library decorated with statues 
of Lincoln and Darwin, or experiments in 
his own biological laboratory. He studies 
the Dokusha Shimbun—the Japanese 
equivalent of the Saturday Review of 
Literature—and from that selects inter- 
esting titles. Most of the books that ap- 
peal to the Emperor are read first by court 
officials who tell him about them. But 
Hirohito picks a few himself. 

He dines with the Empress about 
6 o'clock and then takes his evening con- 
stitutional in the gardens. The glowworms 
in the shrubbery are still a delight to His 
Majesty. 

Once a week, the Emperor enjoys a 
movie in the Palace, usually newsreels, 
and, after all the Japanese propaganda 
films, he was looking forward to enjoying 
American movies. Allied Headquarters of- 
fered to send films over to the Palace, 
but the plan fell through because the 























# Emperor’s projection machine wouldn't 














handle the American films. 

The only thing that gets Hirohito out- 
side the Palace and breaks the monotony 
are his tours of the nearby countryside, 
designed by General MacArthur to de- 
mote Hirohito from a divine ruler to a 
democratic monarch. 

Even though they are escapes from 
monotony, Hirohito sets out on these 
meet-the-people tours with dread. He 


simply doesn't like crowds. He gets nerv- 
ous. When he speaks, his voice squeaks, 
his Adam’s apple bobs frantically and he 
blinks repeatedly. 

He’s a different fellow than the serene 
monarch who sat on a gilded throne little 
more than a year ago and exhorted his 
subjects to drive the Americans into the 
sea and go on to conquer the world, or at 
least that portion of it not allotted to 
Herr Adolf Hitler. eo 


Naples lives off black market trading 
and hopes U.S. will revive better days 


NAPLES 
AVE ANYTHING TO SELL? Come to 
Naples. Cigarettes, soap, candles, 
watches and novelties, all are in great de- 
mand and can be sold for high prices any- 
where in the streets of the town. A large 
portion of the population lives from day 
to day only on the proceeds of black 
market deals. 

The reason behind this is simple. Prices 
of everything have soared, but wages 
have remained low. Industrial Naples was 
ruined by the war. Tens of thousands of 
persons were thrown out of work. Now 
they must either work on reconstruction 
projects or live off black market trading. 

For those who choose the latter course, 
and there are many of them, food is the 
vital problem. A man gets up in the morn- 
ing without any notion of where his next 
meal is to come from. Early morning finds 
him down at the port among other beg- 
gars or small-time merchants. Usually, 
he picks up enough cigarettes or knick- 
knacks to ensure him a reasonable meal. 

At the docks, everything goes. No 
sooner does a ship come into a pier than 
a fleet of small rowboats puts out from 





shore to hover around the portholes. 
Within a matter of minutes, cartons of 
cigarettes, mysterious packages and even 
heavy suitcases are passed down to the 
small boats with no pretense of secrecy. 

Now and then, a motorboat flying the 
American flag approaches the smugglers 
and confiscates all contraband articles. 

Meanwhile, on board the ship itself, 


sleek-haired characters, who materialize 
from the very docks, are busy selling 
watches, gadgets, stockings and other 
articles, which they have just bought from 
the rowboats below. 

Such scenes of petty trading are in 
contrast to the turbulence of war days 
when Naples served as an Allied termi- 
nus for military supplies. Then, a con- 
stant stream of ships ferried materiel 
from North African depots to this port, 
down near the foot of the Italian boot, 
to reinforce the armies engaging the 
Germans in Central Italy. 

In the peaceful present, a man spend- 
ing a day at the docks is able, if he is 
smart, to barter enough to carry him 
through to supper. Or he may have a 
wife and children. If so, he goes uptown 
and lounges around the quarters of Al'ied 
troops. Blasé though most of the /. :er- 
ican, British and Polish troops in Naples 
are, it is rare that they do not dole out 
at least one cigarette, if only to get rid 
of the insistent voice at their elbow. 

The more prosperous Neapolitans do 
not live in the town. They have their 
houses in the outlying sections, such as 
Sorrento, Posillipo or Capri. They usually 
have beautiful villas overlooking the sea 
with a view of Naples in the distance. 
The greater the distance the better, ap- 
parently. Since these Neapolitans have 
the money with which to buy, they lack 
for nothing. Meals are served with white 
bread, sugar, butter, cheese and other 
items considered luxuries all over Italy. 

This opulence contrasts, too, with the 
relative beggary of war days to which 
Italians of former means were reduced. 
Escaping through the combatant lines, 
Italians of the upper as well as the 
lower classes fled to Naples. Here, they 
were caught temporarily between the 
Germans and the deep blue Mediterrane- 
an, for at that time Allied energies were 
concentrated on the prosecution of a war. 

The Via Roma, main thoroughfare of 
Naples, is lined with stores with well- 
stocked windows. Trucks, taxis and pri- 
vate cars hurtle by continuously, horns 
blowing hysterically. There appears to be 
no particular shortage of gasoline, even 








though it does cost about $1.50 a gallon. 

Restaurants serve excellent food, but 
prices are prohibitive. Before the war, a 
family of five could celebrate Christmas 
with a good lunch for 70 lire. Today, I 
paid that much for one glass of orange- 
ade. In 1938, such a glass would have 
cost me about two and a half lire. Since 
the workingman’s wages have not kept 
pace with this rise in the cost of living, it 
is no wonder that he prefers to spend his 
time doing business in black market mer- 
chandise. 

In a small restaurant in San Martino, a 
section of Naples up on the hill, works a 
waiter. He is 68 years old. He has five 
sons and two daughters, all married. He 
is the only one of the family who works. 
He told me that nowadays only the old 
can work, because only they are not too 
proud to earn their living by menial work 
in these hard times. 

People here, however, are optimistic. 
They believe that Neapolitan industry 
will revive as soon as building materials 
and equipment arrive from the United 
States. Already the steel foundry at 
Bagnoli, on the outskirts of Naples, is in 
operation. The people have no doubt at 
all that supplies from America will come. 
They have confidence in American pros- 
perity and strength. Many have qualms 
about U.S. firmness at the Peace Con- 
ferences, but even so they do not feel 
that America will let them down in the 
long run. 

The newspaper “L’Uomo Qualunque” 
is extremely popular here. The people do 
not consider Giannini a Fascist. They be- 
lieve him to be a man with great energy 
and capable of great leadership. This last 
quality they admire more than anything. 
They feel the need for someone to show 
them the way. Twenty years of dictator- 
ship has dulled their initiative and now 
they have to look up to some one man 
for direction. : 

This has been a good year for grain, 
fruit, vegetables and wines. Vines all over 
the hills, even those growing up the walls 
of houses, are laden with grapes. Now, 
with industry very slowly beginning to 
revive in some sections and the prospect 
of American supplies coming in, Naples 
may be able to pull itself out of the ditch 
by the end of next year. J. W. M. 
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(Verbatim record of opening speech by Oscar Lange 
(Poland), the new presiding officer on the United Nations 
Security Council, and debate on Aug. 28, 1946, by Sir 
Alexander Cadogan (Great Britain), Elco N. van Kleffens 
(the Netherlands), and Andrei A. Gromyko (Russia) on 
Ukrainian charges that Greece, with British help, was 
stirring up trouble in the Balkans.) 


HE SECURITY COUNCIL met under the presidency of Dr. 
Oscar Lange of Poland who made the following opening 
statement: 

I should like to open this meeting by expressing the deep 
appreciation which the people and the Government of Poland 
feel for the great honor which is bestowed on their country. 
Two years ago, all of Poland was still under German occupa- 
tion. Two years ago, the Polish people still suffered from the 
most cruel and barbaric oppression known in history. Two 
years ago, all Polish political life was confined to the con- 
spiracy of the underground, all open expressions of such life 
being suppressed by the Gestapo and the SS. 

With these memories in mind, the people of Poland today 
have great pride in the fact that the representative of a free 
Poland has the honor of presiding over the Security Council 
of the United Nations. 

Poland was liberated by the joint effort of all the United 
Nations. The Polish nation, therefore, attaches a special im- 
portance to the United Nations organization as an instrument 
to preserve the peace and security of the world. No nation has 
suffered as greatly as we have from the war and from the 
Fascist tyranny of German occupation. No people, therefore, 
is as interested as we are in the establishment of a just and 
effective international order which will save the human race 
from the ravages and destructions of new wars. I dare say 
that, in this matter, our national interest is identical with the 
interest of all other peaceloving nations, identical with the in- 
terest of every man and woman and child of whatever nation 
or race. 

This Council, over which I have the honor to preside this 
month, is charged with the great responsibility of preserving 
the peace of the world. I know that all of us have discharged 
our duties with the full consciousness of this responsibility. 
Some of us are elected members of this Council for a term. 
Others.are permanent members to whom special rights and 
privileges are given. We of the Polish nation recognize fully 
the need for the special rights and privileges of permanent 
members. They are necessary to make the work of our organi- 
zation thoroughly effective. With these rights and privileges, 
however, there goes a special responsibility, and I think I do 
express the sentiments of all nations which are not among 
the big powers when I say that we look forward to harmo- 
nious co-operation of the permanent members of the Council. 
Such co-operation is essential to the maintenance of the 
peace. 

Today’s session is the first held by the Security Council in 
its new temporary seat. I wish and I hope that in our new 
home we shall hold many meetings which will be animated by 
a true spirit of co-operation and mutual understanding and 
which will contribute towards cementing the unity of our 
organization. This unity which was forged at extreme sacri- 
fice of life and wealth in a common war against the enemies 
of freedom, must be preserved during the peace. It will be pre- 
served if the same ideals which guided us during our struggle 
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Official transcript of discussion on “Ukrainian note 


against the Fascist Axis will continue to guide us now when we 
are engaged in building peace. 

PRESIDENT: Our first point is the adoption of the agenda. 

Dr. VAN KLEFFENS (NETHERLANDS): I have a few words, 
Mr. Chairman, with reference to Item 3. 

I wish to question whether the Ukrainian complaint can be 
admitted on the agenda in the form—I stress that—in the form 
in which it has been presented. It is a series of unsubstantiated 
accusations against two members of the United Nations. The 
wealth of invectives which characterizes the complaint cannot 
take the place of what, in my view, should at least be some 
initial evidence. 

I submit to my colleagues—speaking quite generally and 
not with special reference, at this moment, to the Ukrainian 
case—that it is necessary for the Council to think seriously of 
its standing and dignity and to defend and stand up for that 
dignity. If we allow this body, which ought to be regarded as 
a very high forum, to become a sounding board of unsubstanti- 
ated grievances, its position will sink rapidly in the general 
esteem of the world. If that happened, it would be detrimental 
to the United Nations, and the Council itself is responsible for 
seeing that that should not happen. 

The Council has been set up to consider serious and gen- 
uine difficulties. The Council must, therefore, in my opinion, 
begin, before admitting a matter on the agenda, by satisfying 
itself that there is sufficient prima facie evidence that the mat- 
ter to which attention is called is a serious and genuine diffi- 
culty. A superficial presentation such as we have before us— 
and now I return to the Ukrainian question—is not enough. 

These are general considerations. They apply in exactly the 
Same measure to all member states that wish to present a case 
here, and not to the Ukraine alone. If in the past, no doubt 
because of lack of experience, we have perhaps been a little 
too quick in admitting matters on the agenda, let us make 
amends and stop that practice now. 

I want to make it quite clear that if the Ukrainian Govern- 
ment comes forward with duly substantiated accusations 
which show us to our satisfaction that they seem to have a 
serious case, I shall be the first to vote in favor of admitting 
the case on the agenda. But, as the case is presented now, I 
object to the inclusion of Item 3. 

Of course, we must have full discussion and debate of all 
serious and genuine questions. It may well be that the Ukraine 
has quite a good case to present. My only contention, there- 
fore, is that in its present form the Ukrainian submission does 
not enable us to form even the most preliminary impression 
that it seems to be a good case, and that is what is indispen- 
sable. 

If we admit such an inadequate submission, we set what 
I think is a most dangerous and regrettable precedent, for we 
would then in future have no defense if some other state came 
forward with an entirely fictitious complaint, entered solely or 
chiefly for the purpose of annoying another state. The only 
stage at which the Council can defend itself against such pos- 
sible misuse is now—that is, at the moment when the proposal 
is debated that a matter should or should not go on the 
agenda—for, if once it is admitted on the agenda, it is too late. 
The complainant has then every right to argue his case, and 
the Council is. then defenseless against such misuse. 

Should the Council really put itself, I ask my colleagues, in 
such a case in the position that it must patiently listen to base- 
less outpourings, as if it were a serious and genuine matter? 
























(Text of Ukrainian note to United Nations, Aug. 24, 
1946.) 


N BEHALF OF the Government of the Ukrainian Soviet 
Socialist Republic I have the honor to address the fol- 
lowing statement to the Security Council. 

In recent times, and especially since the opening of the 
Peace Conference in Paris, as a result of the irresponsible 
policy of the present Greek Government a situation has arisen 
which represents a grave danger to peace and security in this 
part of Europe and which causes rightful concern to all sincere 
champions of peace. 

The fact which is the cause of concern is above all the 
numerous border incidents on the Greek-Albanian frontier 
which are being provoked by the Greek armed units with the 
connivance and encouragement of the Greek authorities. The 
Greek detachment are systematically opening fire at the 
Albanian frontier guards as well as at the Albanian peasants 
who are engaged in agricultural work in the areas adjacent to 
the frontiers. Cases are becoming ever more frequent in which 
the Greek armed groups penetrate into Albanian territory 
with the obvious object of provoking an armed conflict with 
Albania which would serve as a pretext for the wresting of 
the southern part of Albania in favor of Greece. 

Moreover the atmosphere is rendered still more tense by 
the repeated statements of representatives of the present Greek 
Government of the alleged state of war between Greece and 
Albania made by them in their public speeches and in the 
press as well as from the rostrum of the Peace Conference 
in Paris. 

Persecution by the Greek Government of national minorities 
in Macedonia, Thrace, and Cyprus is likewise the cause of 
anxiety. The regime established for them by the present Greek 
Government is notorious for its extremely brutal character. 
Tens of thousands of Macedonians, Bulgarians, Thracians and 
Albanians who found themselves under the unbearable yoke 
of national oppression and racial discrimination are compelled 
to seek asylum in neighboring states. Fleeing from the threat 
of wholesale physical annihilation they are forced to leave 
behind the land of their forefathers, their homes and property, 
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and seek refuge outside Greece and to suffer dire need and 
privation. 

Such a policy which resorts to the same sinister methods of 
fanning national hatred which were used in the past in the 
preparation of wars in the Balkans threatens to convert the 
Balkan Peninsula into a center of bitter conflicts and to entail 
international complications. The same purpose is served by the 
unbridled propaganda of Greek Monarchist extremists who 
put forward demands for the wresting from Albania of native 
Albanian territories and who seek a new partition of the 
Balkans. The principal factor conducive to the situation in the 
Balkans as created by this policy of the present Greek Gov- 
ernment is the presence of British troops in Greece and the 
direct intervention of British military representatives into the 
internal affairs of this Allied country in behalf of aggressive 
Monarchist elements especially in the preparation of the refer- 
endum set for Sept. 1, 1946, which is to determine the form 
of government in Greece. 

The holding of the referendum under such conditions when 
there are foreign troops in the country which support the 
elements many of whom collaborated with the German and 
Italian invaders against those Greek patriots who courageously 
fought the invaders on the side of the Allies is contrary to the 
war aims proclaimed by the Allied powers both during the 
war and after its termination as well as to the aims and Prin- 
ciples of the United Nations Charter, in particular to Para- 
graph 2, Article I, of this Charter which recognizes the right 
of every nation to determine freely its destiny and its form 
of government. 

For the above reasons and in virtue of Article XXXV, Para- 
graph 1, of the United Nations Charter, I have the honor to 
bring to the attention of the Security Council this situation as 
being of the nature covered by Article XXXIV of the United 
Nations Charter and to ask you to place on the agenda for 
the next meeting of the Security Council the situation in the 
Balkans which has resulted from the policy of the Greek Gov- 
ernment and which endangers the maintenance of interna- 
tional peace and security, as well as the question of measures 
to be adopted by the Security Council, without delay, in 
order to eliminate this threat to peace. 





I feel very strongly that the Security Council should not al- 
ways remain passive in such matters. The admission of a matter 
on the agenda is by no means automatic or an empty for- 
mality. . 

I hope I have shown that, although a matter of procedure, it 
yet is a matter of great importance, were it only from the 
point of view of protecting the dignity and standing of the 
Council. We certainly do not want to debar the Ukraine from 
presenting her case—far from it—but I submit that any state 
which comes here should show to our satisfaction in its sub- 
mission that on the face of it the case deserves to be heard. 
For that, some initial substantiation is plainly required, and 
that is what I do not find in the Ukrainian submission. If, 
therefore, we do not admit that submission on the agenda, the 
sense of it is merely that the Ukraine is given an opportunity 
of presenting a better substantiated case, the Council re- 
maining free to accept or reject that admission, if and when 
presented. ; 

Str ALEXANDER CapocaNn (UNITED Kincpom): Mr. Presi- 
dent, I wish to say I endorse heartily all that has been said by 
the Delegate of the Netherlands, both in regard to the general 
growing practice of bringing questions before the Council for 
the annoyance of one member and to the manner of presenta- 
tion of cases so brought. I feel impelled to speak on this ques- 
tion because although the Delegate of the Netherlands said 
that the plenary appeal concerned two members—Albania 





presumably was in his mind—I wish to point out that they con- 
cerned a third. It is the United Kingdom. He would have 
noticed that after depicting in no measured terms the situ- 
ations of the Balkans, the whole fault of which he lays to the 
charge of the Greek Government, the Ukrainian Delegate in 
his communication goes on to say: The principal factor con- 
ducive to the situation in the Balkans as created by this policy 
of the present Greek Government is the presence of British 
troops in Greece and the direct intervention of British military 
representatives into the internal affairs of this Allied country 
on behalf of aggressive Monarchist elements. He doesn’t at- 
tempt in any way to analyze that charge. Now that charge was 
brought up to discuss at great length. It was brought up on 
another issue. It was brought up at great length in London last 
January. As a result of that discussion, His Majesty's Govern- 
ment of the United Kingdom was completely exonerated. 
Now, if that charge is going to be raised again, it seems to me 
to be only reasonable to ask that some facts should be pro- 
duced to substantiate this charge which has already been suc- 
cessfully rejected once and therefore I heartily endorse the 
proposal of the Netherlands’ Delegate that the Delegate of 
the Ukraine should be asked to recast and to amplify his 
communication. 

I think it is well known that my Government would be most 
unwilling to block a discussion of any legitimate grievance. 
They have always been willing to admit to the Council agenda 
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any case which seemed to them to have any case wli .e. cr. 
I cannot see that this paper affords such a basis. Incidentally, 
I am not going to attempt to go into a discussion of the case 
now, but I would just draw attention to the fact that it may be 
doubtful that certain points raised by the Ukrainian Delegate 
are really matters for the Council. For example, he referred to 
the treatment of minorities. I am very grateful for that ques- 
tion. Perhaps that, however, may be for subsequent discus- 
sion. What I wish to do now is to say I support the Delegate 
from the Netherlands in his proposal to request the Delegate 
of the Ukraine to recast his communication in a different and 
better form. 

Mr. Gromyko USSR (Second interpretation; original in 
Russian): Mr. President, the Government of the Ukrainian 
Soviet Socialist Republic has submitted a statement to the 
Security Council on a very important and serious question, a 
question which is directly connected with the maintenance 
of international peace and security. The Security Council 
cannot evade the consideration of this question. Consideration 
of such questions is indeed an obligation which lies upon 
the Security Council. 

Dr. Van Kleffens affirms that the situation described in the 
paper of the Ukrainian Soviet Socialist Republic does not 
deserve the consideration of the Security Council because, 
as he says, the statement in the document is not based upon 
facts. I believe that this accusation of Dr. Van Kleifens is 
without foundation. 

In order to ascertain whether the Ukrainian Government 
or indeed any government, in submitting a statement to the 
Security Council is acting rightly, it is necessary for the 
Security Council to study such statement. That, it seems to 
me, is an elementary truth which should be clear to all 
members of the Council, including the representative of the 
Netherlands. 

Can we possibly say that the accusations in a document 
such as this are not founded until we have examined such 
document? This conclusion reached by Dr. Van Kieitens 
seems to me to be most superficial. It suggests that it is 
unnecessary to bring to the Security Council serious political 
questions and that in this way it would undermine the 
authority of the Security Council. 

I would like to remind Dr. Van Kleffens that in other meet- 
ings of this Council he has favored the most wide and 
thorough discussion of questions raised by certain govern- 
ments. Naturally, the Security Council should carry out an 
authoritative study of all serious questions submitted to it, 
in accordance with the seriousness of these questions. Dr. 
Van Kleffens now assumes a position contrary to that which 
he has held on previous occasions. He wishes to convince 
himself and us that this subject is not deserving of our study, 
and yet he does not want the document submitted by the 
Ukrainian Government to be studied. If the Security Council 
is to reach a conclusion on this matter, I submit that it must 
study the question before it can decide upon its seriousness. 
It must decide in what measure the accusations leveled by 
the Ukrainian Government correspond to reality, and it must 
decide what, if anything, the Security Council should do 
with regard to this situation in the Balkans, which is fraught 
with serious dangers. 

Dr. Van Kleffens, before even examining the Ukrainian 
statement, takes the superficial view, says that it is superficial 
because it is not based upon facts. It may well be, Mr. Presi- 
dent, that the Ukrainian Government could supply us with 
supplementary facts in support of these allegations. How can 
Dr. Van Kleffens know that there are no such additional facts 
to be brought forward. 

I submit that before hearing the Representative of the 
Ukrainian Soviet Socialist Republic, it is impossible for us to 
ascertain whether there are such additional facts. I submit, 
therefore, that we must hear the Representative of the Ukrain- 
ian Soviet Socialist Republic. 

Sir Alexander Cadogan supported Dr. Van Kleffens in his 
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last remarks. Sir Alexander Cadogan says that the accusation 
contained in the Ukrainian document against the British 
Armed Forces in Greece is not supported by the facts. He 

considers, no doubt, that his two-minute declaration made in 

this meeting of the Security Council is supported by facts, 

and tacts contrary to those upon which the Ukrainian thesis 

is based. Mr. President, I draw the opposite conclusion. It 

seems to me perfectly evident that Sir Alexander Cadogan’s 

statement is not supported by facts—that it is indeed without 

any foundation. In order that the Security Council can deter- 

mine the rights of this question, in order that the Security 

Council can take a decision as regards the accusation against 

British Armed Forces in Greece and against the influence 

exercised by the British upon the whole of the Greek political 

lite, it is necessary that the Security Council should study the 

Ukrainian statement. 

Sir Alexander Cadogan would like to avoid as easily as 
possible these accusations leveled against his Government. 
That is perfectly comprehensible because the Ukrainian docu- 
ment does refer to the activities of the British Armed Forces 
in Greece, but it seems clear to me this is not sufficient reason 
to accept Sir Alexander Cadogan’s request. Sir Alexander 
Cadogan says that the Ukrainian accusation has been brought 
before the Security Council for the purpose of annoying cer- 
tain states. Doubtless he is thinking of his own Government. 

I admit that in considering the question raised by the 
Tkrainian document some states may be inconvenienced, 
ev.n be annoyed. But this is not sufficient reason to justify 
a rcfusal on the part of the Security Council to discuss the 
Ukrainian document. The United Kingdom Government may 
be upset and even annoyed, but where is it said, Mr. Presi- 
dent, that the Security Council should not discuss questions 
in which the British Government, or any other government, 
is particularly interested and through which discussion such 
government might be annoyed? 

Sir Alexander Cadogan’s statement does not seem to me 
to be convincing. I cannot understand how a member of the 
Security Council can make such a statement, a member who 
formerly, like Dr. Van Kleftens, hotly defended the thesis of 
as free as possible discussion of all questions submitted to 
the Security Council by any member of the United Nations. 
Sir Alexander Cadogan considers the form of the Ukrainian 
statement to be unsatisfactory. I wonder why he considers 
that the form of this statement is not satisfactory. It is, I 
think, because the statement directly concerns the United 
Kingdom Government. If the question raised in this state- 
ment were another question which did not involve a criticism 
of the United Kingdom, I have no doubt that Sir Alexander 
Cadogan would consider its form to be ideal. 

The Security Council cannot study serious political ques- 
tions as lightly as Dr. Van Kleffens and Sir Alexander Cadogan 
suggest. To do so would seriously undermine the authority 
of this Council in the eyes of the United Nations and all the 
peaceloving peoples of the world who are now striving to 
construct a firm basis for peace and to liquidate the last effects 
of the war. 

In conclusion, Mr. President, I wish to say that I firmly 
protest against the proposal to avoid consideration of this 
question by the Security Council. I think that this question 
should be studied in accordance with the great seriousness 
which it bears and which is due to the situation in the Balkan 
peninsula. 

[The President pointed out that the Council must take 
action on admission of new members and asked if there would 
be any objection to postponing further discussion on the ques- 
tion until after action had been taken on admissions. ] 

Stir ALEXANDER CapoGAN (United Kingdom): Mr. Presi- 
dent, I agree with you that we might perhaps leave the matter 
as it is for the moment. 

Will you allow me to make at least one comment which, I 
think, I am entitled to make with regard to what the Delegate 
of the Soviet Union has just said. 























The Delegate of tlie Soviet Union has, not for the first time, 
resorted to the rather simple elementary method of dialectics, 
of putting into the mouth of his opponent in the argument 
something he never said. He said that I said that this has been 
brought to embarrass a member of the United Nations. . . 

Mr. Gromyxo (USSR): Annoyed. 

StR ALEXANDER CapoGAN (United Kingdom): No, you 
said “embarrassed” in the French translation and you said 
further that you were not surprised that we should be embar- 
rassed. I only want to say that my Government is not the 
least embarrassed by this at all. We are perfectly prepared 
to have this case discussed as much as you like. Only I think 
it was brought forward in rather a frivolous manner. The 
Delegate of the Soviet Union said he thought the Council 
should examine this question in all seriousness. And I agree 





with him, but I think that it should also be put forward 
seriously, too, and not consist simply of a number of unsup- 
ported charges which are flung recklessly in the air. 

PRESIDENT: I should like to repeat my question to the 
Council, namely whether there is any objection to our passing 
now to consideration of Point 2 of the agenda. 

Mr. Gromyko (USSR) (Second interpretation; original in 
Russian): Am I to understand, Mr. President, that we shall 
resume the discussion of this question when we have com- 
pleted our discussion upon the admission of new members? 

PRESIDENT: Yes. The proposal is that we discuss the ad- 
mission of new members; that we adopt our recommendation 
to the Assembly, and do this before tomorrow evening, fol- 
lowing our Rules of Procedure, and that after that we continue 
the discussion which was begun today. 





THE FUTURE OF ATOMIC ENERGY 


A survey of possible uses for peacetime purposes 


(Text of report by Arthur H. Compton, Chancellor of 
Washington University, and Zay Jefferies, Vice Presi- 
dent, General Electric Company, transmitted to United 
Nations Atomic Energy Commission by Bernard M. 
Baruch, United States member, July 10, 1946, which 
has just been released.) 


HIS IS A SURVEY of the wealth of suggestions which have 

been made on possible applications of atomic energy for 
peaceful uses. Many of these are speculative and it is not to 
be expected that all will be put into practice. Nevertheless, it 
is believed that this group of suggestions, including the most 
speculative ones, does give a correct impression of the type 
of development which is in store. 

Since the basic science involved in atomic energy is largely 
a branch of physics, we may expect the science of physics to 
be given great encouragement in the coming period. The new 
possibilities for producing high-energy gamma rays, fast and 
slow neutron beams, and also alpha, beta, and other rays, in 
intensities vastly greater than ever before, will of necessity aid 
in the solution of the basic unsolved problems of modern 
physics—the structure of matter and the nature of radiation. 
It may also be feasible to study the properties of matter under 
immensely high temperature conditions, somewhat resembling 
those in the stars. 

Of especial importance is the use of uranium fission as a 
source of neutrons. Neutrons in turn are useful for transmuting 
atoms from one isotope into another and for a variety of sci- 
entific tasks. One of the most interesting applications is the 
use of the diffraction of neutrons by crystals as a means of 
extending our knowledge of crystal structures. 

Previous to the fission chain reaction, the most abundant 
source of neutrons was the cyclotron. It is now possible to 
make a chain-reacting pile that would give a million times as 
many neutrons as a cyclotron. This means that a pile is much 
better for the particular job of producing neutrons than the 
best electrical machine we have been able to devise. Of course, 
such machines are still essential for the production of high- 
speed protons, electrons, and other electrically charged par- 
ticles. 

The exploration of the chemistry of the new synthetic tran- 
suranic elements, and cognate chemical problems, have already 
given a new interest to inorganic chemistry and a great stimu- 
lus to chemistry in general. 

It is impossible to predict in just what manner radioactive 
substances will be found of industrial importance. In the 50 
years since their discovery, radioactive materials have not 





come to play an important part in industrial chemistry. Per- 
haps now that these materials will be less expensive and in a 
much wider variety of chemical forms, more uses for them 
will be found. 

The availability of a variety of radioactive tracer elements 
will afford possibilities for answering questions hitherto diff- 
cult to answer. By the use of instruments sensitive to radio- 
activity, the radioactive atoms of a given element, which al- 
ways travel with their nonradioactive brothers, may be used 
as indicators of the travel of the latter, a phenomenon often 
difficult to follow by ordinary methods. Particularly important 
are questions as to how, and how fast, atoms transfer from 
one molecule to another or from one place to another in the 
course of a chemical process, including such processes as cor- 
rosion, diffusion, adsorption of molecules on surfaces, and 
formation and destruction of colloids. 

The use of radioactive tracer atoms holds much promise for 
the study of the composition of liquids and vapors in equi- 
librium with each other, and for studying the performance of 
distillation columns and other equipment used in chemical 
engineering, for example, in the oil industry. Particularly im- 
portant as a tracer in the oil industry and wherever carbon 
compounds are concerned will be the carbon isotope C-14. 

The radiations from the fission chain reaction are capable 
of inducing chemical reactions which cannot ordinarily be 
carried out, since one effect of radiation is a sort of catalysis of 
thermodynamically possible reactions. 

In metallurgy, the use of radioactive tracers has many pos- 
sible applications. Some of these are as follows: 

1. Diffusion of an element into itself and into alloys in 
which it is a component could be followed if the diffusing 
atoms are radioactive. 

2. Inclusions could be identified by adding a radioactive 
form of a suspected component to the melt and photographing 
by microradiographic techniques. 

3. Positive identification and location of minor constituents, 
which often markedly affect the properties of metals and alloys, 
could be made by microradiographic methods; such informa- 
tion is usually very difficult to obtain by microscopic methods. 

In the design and testing of machinery and in many other 
phases of engineering, radioactive tracers and other pile prod- 
ucts have promising applications. Some of these are as follows: 

1. Radioactive tracers could be applied to problems of wear 
and lubrication of moving parts. 

2. Radioactive tracers could be used for tracing flows of 
liquid or gaseous materials. 

3. Radioactive materials might be employed for reducing 
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static electriciiy, particularly in explosives plants and in the 
printing industry. 

4. Hard and soft gamma-ray emitters of reasonably long 
life could be used as substitutes for industrial and clinical X-ray 
machines. The possible small size of the source would permit 
its insertion into body cavities and into complicated hollow 
castings. 

So far, no one has proposed any important peacetime use of 
atomic explosions. The cost per unit of energy released in 
atomic chain reactions by present methods is not greatly differ- 
ent from that of TNT. However, the atomic explosions are 
too big for the ordinary jobs of industry, and no important 
engineering undertakings are apparent that could profitably 
make use of them. 

Some of the techniques and equipment used in the produc- 
tion of fissionable materials will find other applications. 

The atomic chain-reaction units operating in Illinois, Ten- 
nessee, Washington and New Mexico show that the energy 
of the atomic nucleus is effectively harnessed. The controlled 
release of atomic energy is thus a matter of present-day 
importance. 

While there may be other possibilities, the most obvious 
method of producing power from atomic fission is to heat a 
cooling agent in the chain-reaction unit and pass this heated 
coolant through a heat exchanger, which heats steam for 
driving a turbine. Beyond the heat exchanger of such a plant 
everything would be done according to standard practice. Up 
to the heat exchanger all the design requires new features, 
among which are protection against the extreme radioactivity 
of everything, including the coolant that has been exposed to 
the neutrons. 

The chain-reacting plants now used for producing plutonium 
have in them large amounts of natural uranium and graphite. 
By using uranium containing more than the usual fraction of 
U-235, chain-reacting units of smaller size may be built. There 
is, however, a lower limit to the size and weight of an atomic 
power plant, imposed by the massive shield needed to prevent 
the photons, neutrons, and other dangerous radiations from 
getting out. For ordinary uses, the weight of this shield would 
need to be of the order of tons. The use of atomic energy for 
driving motor cars or airplanes of ordinary size is therefore not 
in sight. 

Prominent among the advantages of atomic power are the 
extraordinarily low rate at which fuel is consumed in propor- 
tion to the energy released, the consequent low first cost of 
fuel considering the energy available in it, and the wide flex- 
ibility and easy control of the rate at which power is devel- 
oped. The insignificant weights of uranium as compared with 
coal or other non-atomic fuel for equal amounts of heat energy 
may also play a role in areas of high transportation costs. 

Many factors unfavorable to the use of uranium for power 
must also be weighed. Until we become niuch more familiar 
with atomic power than we are at present, atomic power plants 
can be safely operated and serviced only with the help of 
health supervisors familiar with radiological hazards. This and 
the need for heavy protective shields point toward using 
atomic power first in relatively large units where careful 
engineering and health supervision can be given. One must 
consider also the need to purify and fabricate the uranium into 
the desired form. For certain types of power plants, some 
uranium containing more than the normal 0.7 per cent U-235 
would be required and this is quite expensive. Possibly one of 
the most troublesome features of the operation of an atomic 
power plant will be the chemical processes involved. Although 
some of the chemical operations may be carried out at a distant 
central plant, there seems to be no substitute in sight for a 
rather involved and expensive chemical treatment of the pile 
products. 

It is not possible at present to appraise accurately these 
various and conflicting factors. It seems likely, however, that 
atomic power may be the best and most economical kind of 
power in some places and for some specific uses. It may be 
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expected that there will be overlapping areas in which either 
atomic power or conventional power may be used. These over- 
lapping areas should also change with time and with the devel- 
opment of the arts involved. Surely there will be many places 
where only conventional power will be feasible. 

Finally, an atomic power plant should not be considered 
solely on the basis of power or heat energy. A chain-reacting 
pile is more than a source of heat. Plutonium may be produced 
and its economic or other value must be given consideration. 
Fission products may have a value sufficient to carry a fair 
share of the operating costs. The direct radiations may be 
harnessed for benefits difficult to measure in money. When 
several products of a plant are inherent in its operation, it is 
sometimes difficult to differentiate the main products from the 
by-products. The by-product today may be the main product 
tomorrow, or the by-product in one location may be the main 
product in another. 

Many suggestions have been offered for the use of atomic 
power. Among these are power and heat supply for cities and 
large industrial plants, power plants for ships, and power 
plants in remote places to operate mines or to recover other 
natural resources. From the point of view of the public welfare, 
the introduction of such a new source of power is a clear gain. 
If it could lessen the cost of heat and power to our cities, it 
would be a stimulus to every industry. If it could give cheap 
power where industry and agriculture need it but cannot now 
get it, it would extend our economic frontiers. These are pos- 
sibilities that future research and development may make 
realities. 

Present developments indicate that the greatest promise of 
atomic energy in biology and medicine is in the use of radio- 
active tracers and of intense radiations. 

Tracers, stable and radioactive, offer many great advantages 
not available before, and biologists and medical investigators 
were quick to visualize and explore their potentialities as both 
research and diagnostic tools. A roseate prospectus of the 
future of atomic energy in biology and medicine could be ob- 
tained by predicting further developments of present tracer 
applications in metabolism research alone, so extensive is their 
present use in that field. The introduction of the tracer tech- 
nique with carbon isotopes has revitalized the study of the 
utilization of photosynthetically produced plant food by non- 
photosynthetic organisms. 

Another primary biochemical use of tracers is in analysis, 
for which such adaptations have been made as (a) the radio- 
autograph to determine the actual cells involved in an accu- 
mulation or secretion process; (b) the use of gamma radiation 
to analyze for a tracer species without destruction of the ani- 
mal or tissue analyzed; and (c) quantitative analysis by the 
“isotope dilution” technique for chemical or cellular con- 
stituents which cannot be isolated or separated in a quanti- 
tative manner. 

In diagnostic work, many artificially activated substances 
are now being used as tracers. Radioactive iron is being used 
to label and trace red blood cells in shock cases. Activated 
sodium metaborate is used to check blood circulation time in 
cases of “immersion foot” diabetes, hardening of the arteries, 
etc. The strontium isotope Sr-39 is used as a tracer for calcium 
to determine the healing of bone fractures. The iodine isotope 
I-131 is used for measuring the functioning of pathological 
thyroid glands. 

The application of radiation therapy should be widened by 
the great variety of radioactive products made available by the 
development of atomic energy. While there is nothing that 
would lead us to expect a difference in kind between the 
effects of the rays from these artificial materials and those that 
occur in nature, the many new chemical forms may make 
possible improved methods of application. Radiation therapy 
until now has been practically all destructive, but the advance 
in knowledge of the mechanics of radiation-induced biochemi- 
cal reactions may allow such constructive results as the control 
of certain glands in cases of endocrine unbalance, 

















Fifty years ago it was evident that X-rays were useful for 


a. fs “seeing” through objects, such as the human body, which are 


opaque to ordinary light. It could not be predicted that X-rays 
would become a powerful weapon in the fight against cancer, 
or that researches made possible by X-rays would reveal the 


electron and with it give us the radio and a host of electronic 
devices. Such unforeseen developments are the result of every 
great discovery. It would therefore be surprising if the most 
important consequences of the release of atomic energy are 
not in directions as yet unpredictable. 





MACARTHUR’S REPORT ON JAPAN 


Text of statement on first anniversary of surrender 


(Text of statement by General of the Army Douglas 
MacArthur on Sept. 1, 1946, the first anniversary of the 
surrender of Japan.) 


YEAR HAS NOW PASSED since the surrender terms were 

signed on the battleship Missouri. Much has been accom- 
plished since then—much still remains to be done. But, over 
all things and all men in this sphere of the universe hangs the 
dread uncertainty arising from impinging ideologies which 
now stir mankind. For our homeland there is no question, and 
for the homelands of others, free as are we to shape their own 
political order, there is no question. But which concept will 
prevail over those lands now being redesigned in the after- 
math of war? This is the great issue which confronts our task 
in the problem of Japan—a problem which profoundly af- 
fects the destiny of all men and the future course of all 
civilization. 

The philosophy underlying the first year of occupation was 
written at Potsdam and reaffirmed on the Missouri. It is a 
simple philosophy embodying principles of right and justice 
and decency—those social qualities in human relationship 
which through the ages have animated free men and those 
who longed to be free. Its impact and its lasting imprint upon 
the Japanese character and conscience and mind can only 
properly be visualized and assayed by an understanding of 
the Japanese philosophy evolved through generations of 
feudalistic life. 

For centuries the Japanese people, unlike their neighbors in 
the Pacific Basin—the Chinese, the Malayans, the Indians and 
the whites—have been students and idolaters of the art of war 
and the warrior caste. They were the natural warriors of the 
Pacific. Unbroken victory for Japanese arms convinced them 
of their invincibility, and the keystone of the entire arch of 
their civilization became an almost mythological belief in the 
strength and wisdom of the warrior caste. It permeated and 
controlled not only all branches of government but all branches 
of life—physical, mental and spiritual. It was interwoven not 
only into all government processes but into all phases of daily 
routine. 

It was not only the essence but the actual warp and woof 
of Japanese existence. Control was exercised by a feudalistic 
overlordship of a mere fraction of the population, while the 
remaining 70,000,000, with a few enlightened exceptions, 
were abject slaves to tradition, legend, mythology and regi- 
mentation. During the progress of the war, these 70,000,000 
heard of nothing but Japanese victories and the bestial quali- 
ties of Japan’s opponents. 

Then they suddenly felt the concentrated shock of total 
defeat. Their whole world crumbled. It, was not merely an 
overthrow of their military might—not merely a great defeat 
for their nation—it was the collapse of a faith—it was the dis- 
integration of everything they had believed in and lived by 
and fought for. It left a complete vacuum morally, mentally 
and physically. And into this vacuum flowed the democratic 
way of life. The American combat soldier came with his fine 
sense of self-respect, self-confidence and self-control. 

They saw and felt his spiritual quality—a spiritual quality 





which truly reflected the highest training of the American 
home. The falseness of their former teachings, the failure of 
their former leadership and the tragedy of their past faith 
were infallibly demonstrated in actuality and realism. A 
spiritual revolution ensued which almost overnight tore asun- 
der a theory and practice of life built upon two thousand 
years of history and tradition and legend. Idolatry for their 
feudalistic masters and the warrior caste was transformed into 
hatred and contempt, and the hatred and contempt once felt 
for their foe gave way to honor and respect. This revolution of 
the spirit among the Japanese people represents no thin 
veneer to serve the purposes of the present. It represents an 
unparalleled convulsion in the social history of the world. 
The measure of its strength and durability lies in the fact that 
it represents a sound idea. Given encouragement and the 
opportunity to develop, it can become more deep seated and 
lasting than the foundations upon which their false faith 
was built. 

It represents, above all else, the most significant gain during 
the past year of occupation—a gain for the forces of democracy 
in furtherance of a durable peace, which must be consolidated 
and extended if we would discharge our responsibility as vic- 
tory has given us that responsibility. Its underlying concept, 
new to Japan but fashioned from the enlightened knowledge 
and experience of the free of the world, will remain the 
cornerstone to Japanese freedom unless uprooted and sup- 
pressed by the inroads of some conflicting ideology which 
might negate individual freedom, destroy individual initiative 
and mock individual dignity. Ideologies of extreme too often 
gain converts and support from the true liberals, misguided by 
slanted propaganda and catch phrases which hold as “re- 
actionary’ all things which spring from the underlying concept 
of the past. Such propaganda seeks too often to exploit the 
knowledge common to all men that sociological and political 
changes from time to time are mandatory if we would keep 
our social system abreast of the advance of civilization. 

Should such a clash of ideologies impinge more directly 
upon the reorientation of Japanese life and thought, it would 
be no slight disadvantage to those who seek, as intended at 
Potsdam, the great middle course of moderate democracy,,that 
a people so long regimented under the philosophy of an ex- 
treme conservative right might prove easy prey to those seek- 
ing to impose a doctrine leading again to regimentation, under 
the philosophy of an extreme radical left. 

If we would in the furtherance of this task guide the 
Japanese people the more firmly to reshape their lives and 
institutions in conformity with those social precepts and 
political standards best calculated to raise the well-being of 
the individual and to foster and preserve a peaceful society, 
we must adhere unerringly to the course now charted—de- 
stroying here what yet should be destroyed, preserving here 
what should be preserved, and erecting here what should be 
erected. This would require all of the patience, all of the 
determination, and all of the statesmanship of democratic 
peoples. The goal is great—for the strategic position of these 
Japanese islands render them either a powerful bulwark for 
peace or a dangerous springboard for war. 
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Yugoslavs Buying Up 
Property at Trieste 


The third atomic bomb test is as 
good as out. Although no official de- 
cision has been made, the U.S. has 
given up the idea of a deep-sea dem- 
onstration as originally planned for 
next year. From a military standpoint, 
it is regarded as desirable to make the 
test, but the idea will be abandoned, 
in all probability, because of the high 
cost and the large number of valuable 
personnel involved. 


oo 0 


Yugoslavs are deliberately en- 
trenching themselves in Trieste ahead 
of the coming internationalization of 
that city. Yugoslav interests are buy- 
ing up Trieste real estate, often paying 
abnormally high prices to get title to 
bits of property. 


oo °0o 


The announced purge of war col- 
laborators from Japanese finance and 
industry is not being carried out. De- 
cision has been made that these men 
are indispensable to the economic sta- 
bility of the defeated country and 
their ouster will not be considered 
seriously until Japan weathers its pres- 
ent economic crisis. 


o 0 oO 


Russian pressure on Turkey is to be 
re-enforced by deliberately building 
up the population of adjacent Ar- 
menia. Russian Armenians by the thou- 
sands are being moved from Lebanon, 
Romania and other countries for re- 
settlement in Soviet Armenia where 
man power is needed. 


oo °O 


Talk of a coup d'etat against the 
Perén Administration of Argentina is 
increasing in Buenos Aires political 
circles. Best evidence is that, if such 
a move is made, it will be backed, not 
by Perén’s democratic opposition, but 
by extreme nationalist groups which 


Eden Asks Churchill 
To Resign as Leader 


resent the Government’s new attitude 
of friendship toward the U. S. 


oo 90 


The activities of Argentina’s First 
Lady, Maria Eva Duarte de Peron, 
are causing trouble inside the Perdn 
Administration. Some of the men most 
closely associated with the Govern- 
ment privately express their resent- 
ment of the active part she is taking 
in Argentine politics, particularly in 
labor affairs. 


oo 0 


Anthony Eden is doing his best to 
persuade Winston Churchill to retire 
from the leadership of Britain’s Con- 
servative Party. Churchill is reluctant 
to step down, but Eden is convinced 
the party must have a_new. “liberal” 
leadership if it is to make a comeback 
anytime soon. 


oo 90 


Britain’s nationalization program is 
running into serious difficulties. Stock- 
holders of the Big Four railroads have 
voted overwhelmingly against Gov- 
ernment control of railways. Execu- 
tives of the steel industry won't take 
part in plans for steel nationalization. 
The Labor Govemment is concentrat- 
ing on making coal nationalization 
work. The success of that program is 
regarded by the Government as basic 
to everything else. 


oo Oo 


The U. S. State Department opposes 
the idea of the carrier USS Franklin 
D. Roosevelt making a call at Istanbul, 
Turkey. The feeling is that such a trip, 
coming after the USS Missouri's visit 
in April, may be taken as too obvious 
a slap at Russia. 


Britain Would Greet 
New Regime in Egypt’ 


Despite published reports, the U.S,” 
has not determined its policy, as be- 
tween annexation or trusteeship, re- 
garding former Japanese islands in the 
Pacific. Should the decision be in favor — 
of trusteeship, the Government is not 


yet prepared with specific proposals 


for submission to the General Assem-. 
bly of the United Nations when it 
meets. 


o 0 0 


British officials, trying to break a 
deadlock in treaty negotiations with 
Egypt, actually would not be dis- 
pleased if the moderate Government 
of Premier Ismail Sidky Pasha should | 
give way to a government of the more 
extremist Wafd Party, led by Nahas 
Pasha. Negotiations are deadlocked 
now. British feeling is that the treaty 
could be worked out more speedily if | 
the Wafd, the chief troublemakers, 
took over the Government and thus 
became directly responsible for the © 
treaty negotiations. | 


oo oO 


A new demand that Great Britain © 
speed up the withdrawal of Indian © 
troops from Java is to be made short- © 
ly. Such a move is part of the program 
of the All-Indian Cabinet of Nehru. 
Idea back of it is that the Nehru Cabi- 
net can show sympathy with the Na- 
tionalist Movement in Java and at the © 
same time encourage Java’s farmers to © 
produce more rice for hungry India. 


oo 90 


The World Fund is having difficulty © 
recruiting currency experts from other 
countries for its Washington pay roll. | 
Despite the good salaries, many of 
those approached refuse to move to — 
the U.S. because they fear inflation © 
will make their bigger pay checks | 
meaningless. Others are not willing to | 
run the risk of a two-year separation © 
from political affairs at home. 
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BUILDING A PUBLICATION 


No. 5 OF A SERIES 


\ 


THE EQUILATERAL TRIANGLE 





The building of a magazine follows very closely the erection of an 
equilateral triangle. The base of the triangle may well represent the 
basic THEME. And if the theme is in demand and the handling of 
the theme is competent, the two sides inevitably will rise to their 
apex—one representing Circulation, the other Advertising—all 
three sides equilaterally important! Today, after publishing but a 
few issues, the base and one side of the WORLD REPORT pub- 
lishing triangle stand firm and secure—the theme is in demand and, 


as a result, 100,000 readers are guaranteed to advertisers by next 
November. Quick building! 


Advertisers and their Agencies know by now that WORLD REPORT has 
securely laid the base and erected one side of its equilateral triangle. The 
third side—Advertising—will rise just as surely as the rising of the morn- 


ing sun—and to the completed structure will be added the initials—Q. E. D. 


WORLD REPORT 


Daniel W. Ashley, Vice President in Charge of Advertising 
30 ROCKEFELLER PLAZA, NEW YORK 20, N. Y. 
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In serving this I take delight — 


It’s mellow as a morning bright 
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Yes, Sir! Mellow as a Sunny Morning! 


Look for the extra pleasure... bright morning flavor...in Schenley Reserve. It’s 
there ... result of pre-war quality whiskies. outstanding blending skill. Taste why 
its Americas most popular whiskey! Blended Whiskey 86 proof. 


65% grain neutral spirits. Schenley Distillers Corp., N. 1. C. 
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